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BEFORE NMM@M GA_II{’;%TION COMMISSION

Robert T. Hardcastle HECENWED
Circle City Water Company, LLC
P.O. Box 82218

Bakersfield, CA 93380-2218
Representing Itself In Propia Persona

COMMISSIONERS

Bob Stump, Chairman

Bob Burns, Commissioner

Brenda Burns, Commissioner
Gary Pierce, Commissioner

Susan Bitter Smith, Commissioner

W-03510A-13-0397

REQUIREMENT IN DECISION
NO. 68246 RELATED TO
FUTURE RATE APPLICATION

IN THE MATTER OF THE ) Docket No. .
APPLICATION OF CIRCLE CITY )
WATER COMPANY, LLC FOR AN ) APPLICATION TO DELETE
EXTENSION OF ITS EXISTING ) CERTIFICATE OF
CERTIFICATE OF CONVENIENCE AND ) CONVENIENCE AND
NECESSITY FOR WATER SERVICE ) NECESSITY AS EXTENDED

) IN DECISION NO. 68246,

)

) AND

)

) MOTION TO DELETE

)

)

)

)

Circle City Water Company, LLC (“Circle City” or “Company”) hereby files
this Application for Deletion of its Certificate of Convenience and Necessity (“CC&N”)
as Extended by Decision No. 68246 (October 25, 2005).

BACKGROUND

Circle City first received an expression of interest to develop the project from
Harvard Investments, Inc. (“Harvard” or the “Developer”) in 2004 known as Lake

Pleasant 5000 (“Project”). After significant negotiations over a lengthy period of time

Docket No. W-03510A-13- Page 1 of 12
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Circle City and the Developer agreed to seek regulatory approvals to extend Circle City’s
CC&N to include the proposed Project area. On February 11, 2005 Circle City and the
Developer executed the Water Facilities Agreement which provided water service to
Phases I and II of the Project (see attached Exhibit II). Subsequently, in November 2007
Circle City, the other ownership partners of Phase I including the Developer, known as

Warrick 160 LLC for the purposes of this portion of the Project, and the Central Arizona

‘Groundwater Replenishment District (“CAGRD”) executed the Agreement and Notice of

Municipal Provider Reporting Requirements for Warrick Property Regarding

Membership in the Central Arizona Groundwater Replenishment District (the “CAGRD
Agreement”) (see attached Exhibit III). As a result of this Agreement, the Developer
became a Member Lands in the CAGRD and met the requirements for an assured water
supply for Phase 1 of the Project in the Active Management Area (“AMA”) of the
Arizona Department of Water Resources (“ADWR”).

On March 2, 2005, Circle City filed an application for an extension of its
CC&N with the Arizona Corporation Commission (the “Commission”) to provide public
water service to the Project, located in Maricopa County. The Project was described in
two sections as Phase I and Phase II. |

~ The Phase I portion of the Project related to 160 acres of land for 78 residential
lots northeast and contiguous to Circle City’s existing CC&N also known as the Warrick
160 portion.

The Phase II portion of the Project related to 4,882 acres located approximately
five miles north of Circle City’s existing CC&N that would be connected by a series of
newly developed main extensions, 7.6 million gallons of water storage, Central Arizona
Project (“CAP”) treatment plant, and related appurtenances. The Project was planned for
10,00 dwelling units having peak day demand of more than 5,255 gallons per minute.
The engineers cost estimate for the combined cost of water infrastructure and onsite
distribution for the Project exceeded $55,000,000.

On June 28, 2005 Commission Staff filed its Staff Report recommending

approval of the application, subject to several conditions.
Docket No. W-03510A-13- Page 2 of 12
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On July 19, 2005 Commission Staff docketed a Supplemental Staff Report
recommending approval of the application, subject to several conditions.

On October 25, 2005 the Commission issued Decision No. 68246 (the
“Decision”) approving Circle City’s application, subject to several conditions (see
attached Exhibit I).

DISCUSSION

I. THE PROJECT IS “NOT VIABLE”AND THERE IS NO PRESENT OR
FUTURE NEED FOR WATER UTILITY SERVICE.

Decision No. 68246 was issued in October 2005. At that time there was a plan,
or at the very least a strong presumption, to develop and construct the Project in the near
future or as quickly as the development resources to do so could be secured and
mobilized. However, the Project never got developed beyond the initial entitlements
phase.

Currently, more than 8 years later, there is no plan to develop or construct the
Project. According to the Developer, the properties in the general area of the Project have
shown no development interest to date. The Developer has indicated that it could be as
long as 10 more years before the area around the Project might develop. The Developer
has indicated it is “property rich and cash poor” and has no immediate plans for
development of the Project.’

The Developer has described the Project as “not viable”.” Further, the
Developer agreed with the Company to unwind all regulatory and contractual
arrangements with Circle City related to the Project including the deletion of the
extended CC&N; the termination of the Water Facilities Agreement; cancellation as a
Member Lands with the Central Arizona Groundwater Replenishment District

(“CAGRD?”) for Phase I of the Project known to Circle City as the Warrick 160 Project;

! Circle City met with the Developer at its offices on March 14, 2013 to ascertain the development status of the

Project when these comments were made. The Developer provided a detailed discussion, using a wall map, to describe those
areas in the Greater Phoenix area that were currently being developed and discussed the unlikely near term prospects of
development of the Project.

2 Stated by the Developer in a telephone conference of April 12, 2013.
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and, cancellation of the Maricopa Covunty Franchise Agreement.’ To the extent that Circle
City incurred costs related to this unwinding, the Developer suggested and offered, to be
financially responsible for at least one-half of all costs related thereto.

Several weeks later, after significant “unwinding” work had been completed,
Circle City wrote to the Developer reviewing the current status of the “unwinding”
arrangements (see Exhibit IV). In this electronic message, Circle City restated its
understanding of the prior instructions issued by the Developer, as: (a) payment of
outstanding legal and engineering invoices, (b) confirmation that the Developer had
previously determined the Project was currently “not viable”, (c¢) confirmation that the
Developer could not “determine when it would become a viable future project”, (d)
confirmation that Circle City and the Developer had “mutually agreed to cause the
winding up of all arrangements” related to the Project, including (i) termination of the
approved Water Facilities Agreement, (ii) deletion of the extended CC&N and
extinguishment of any related conditions approved under Decision No. 68246, and (iii)
termination of the Phase I agreement between the Developer, Circle City, and the
CAGRD. Circle City advised the Developer that it would require between 90 and 120
days to effectuate the before mentioned “unwinding” arrangements at an approximate
cost of $20,000. Circle City clearly stated in this electronic message that it was
“approving counsel to proceed with these tasks as expeditiously as possible”.

No interim notice or advisement had been received by Circle City from the
Developer.

Subsequently, the Developer apparently recognized that “unwinding” the
Project arrangements should include the approval of other Project partners as well. As a
result, the Developer requested Circle City, approximately one month later, to “hold” on
the “extinguishing/termination” of the unwinding arrangements until a partners meeting
was convened that confirmed and approved the Developers previous “unwinding”

. . 4
decision.

3 Ibid, Note 2
4 Developer’s electronic message of May 3, 2013.
Docket No. W-03510A-13- Page 4 of 12
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In reply to the Developer’s response, Circle City expressed its astonishment at
the Developer’s “hold” instruction. Circle City again reminded the Developer that “we
clearly agreed the Project was not viable and that unwinding the Project was the only
reasonable thing to do”. Circle City advised the Developer that extensive “unwinding”
work had already been conducted, at Circle City’s expense, based on the Developer’s
previous agreement and direction. Circle City advised the Developer that it was
“directing [it’s] counsel to proceed”.’

Later on August 7, 2013, at the suggestion of Circle City, a meeting was
arranged with the Developer to discuss the most current status of the Project. The
Developer explained that, at its recent partner’s meeting, its partners disagreed with the
Developer’s “non-viable” conclusion and stated that it did not want to delete the CC&N
approved in Decision No. 68246 or terminate its membership with CAGRD. The
Developer offered no basis for its partner’s conclusion or decision.

At the meeting Circle City asked the Developer several questions:

Question Circle City: Does the Project have any development schedule?

Answer Developer: No.

Question Circle City: Are architects or engineers working on Project
drawings?

Answer Developer: No.

Question Circle City: When will Project grading start?

Answer Developer: There is no grading scheduled.

Question Circle City: When is pipeline construction scheduled?

Answer Developer: There is no pipeline construction scheduled.

Question Circle City: When will Circle City be selling water?

Answer Developer: Doesn’t know.

As part of this discussion the Developer reiterated that it “didn’t know if the Project was

viable within 10 years or not”.

3 Ibid, Note 4.
Docket No. W-03510A-13- Page 5 of 12
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At the conclusion of this meeting Circle City asked the Developer, as follows:

Question Circle City: In the course of only 4 months how does a project
go from “non-viable” in need of “unwinding” to suddenly “viable” and worthy of some
unknown future development?

Answer Developer: Doesn’t know.

Question Circle City: Why would any water business carry, since 2005,
at its own cost without reimbursement, the expense of a CAP water allocation for a
project that was “unviable” but now is suddenly “viable”; for a Project where no
development schedule is even in progress, much less existing; for a Project where
pipeline construction isn’t scheduled; and, for a Project where a date for water sales
cannot be determined?

Answer Developer: Doesn’t know.

The Developer has described the Project as “not viable” and doesn’t know if it
will ever be viable. As such, there is no need for water service to this Project.

On October 7, 2013 Circle City received correspondence from the Maricopa
County Environmental Services Department (“MCESD”) indicating that the original
Project Approval to Construct issued on June 17, 2008 had expired on June 17, 2009
unless Project construction had been substantially started (see attached Exhibit V). The
MCESD indicates that a new application with appropriate documentation and fees would
be required to be resubmitted for the Project. No construction has occurred on the Project.

In light of all these facts, the Company respectfully requests that the CC&N

extension area granted in Decision No. 68246 be deleted in its entirety.

II. DECISION NO. 68246 CONTAINS REQUIREMENTS FOR CIRCLE
CITY’S NEXT RATE CASE FILING (SCHEDULED FOR 2014) THAT
SHOULD BE DELETED SINCE THE PROJECT NEVER DEVELOPED TO
INURE ANY BENEFIT TO EXISTING RATEPAYERS.

The Commission was, in Decision No. 68246, very specific to condition
approval upon Circle City demonstrating, in its next rate application, the positive impact

of the Project:
Docket No. W-03510A-13- Page 6 of 12
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Finding of Fact No. 35 (8): (page 9 at lines 11-13)

Circle City must demonstrate in its next rate case filing that its
existing 169 customers will be positively impacted by the addition of
new water facilities necessary to serve the new CC&N,

The Commission reiterated this conditional qualification in Decision No.
68246, as follows:

Finding of Fact No. 36: (page 9, lines 16-18)

Staff further recommends that the Commission’s approval of the
extension of the Certificate should be rendered null and void
without further Order from the Commission should the Company
fail to meet any of the above conditions within the time specified.
In the Conclusions of Law section of Decision No. 68246, item no. 6 at page 11
lines 13-14, the Commission also recognized the importance of these conditional

approval statements by indicating:

The application to extend the Certificate for the area described in
Exhibit A should be granted subject to the conditions set forth in
Findings of Fact Nos. 35 and 36 above.

And, finally, in the ordering paragraphs of Decision No. 68246, page 12 at lines

10-12, the Commission ordered:

IT IS FURTHER ORDERED that Circle City Water Company LLC
shall demonstrate in its next rate case filing that its existing 169
customers have been positively impacted by the addition of new
water facilities necessary to serve the extension area.

(additional emphasis provided above)

There is no dispute that neither Phase I or II of the Project have been built, as
described above. Further, there are no plans to build the Project as no construction or
development scheduie has been provided by the Developer. There is also no dispute that
Circle City plans to file a rate application in the first or second fiscal quarter of 2014

using 2013 as its test year.
Docket No. W-03510A-13- Page 7 of 12
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Accordingly, Circle City is prejudiced in the filing of its prospective 2014 rate
application because if the conditional requirements of this section. Circle City cannot
demonstrate a positive impact for a Project that has not been built and has no plans of
being built.

This requirement wunder Decision No. 68246 should be deleted.

III. CONCLUSION

In summary, Circle City respectfully requests that the Commission grant this

Application, as follows:
A. DELETION OF THE CC&N EXTENSION AREA WHICH
INCLUDES THE PROJECT

e The Project has not been built.

e There is no development or construction schedule for the Project.

e The Developer does not plan to build the Project.

e The Developer says the Project is “not viable”.

e The Developer says the Project may not be developed for another 10
years.

e The Developer has indicated that its Member Lands membership with
CAGRD should be terminated.

e The Developer has indicated there is no known need for water service to
the Project at this time, or in the near future.

e Circle City should not be obligated or burdened with being responsible
for providing water service, as described in Decision No. 68246, to an

entity that has no plans for constructive use of its water.

B. DELETION OF THE REQUIREMENT TO DEMONSTRATE THE
POSITIVE IMPACT OF THE PROJECT UPON EXISTING RATE
PAYERS.

e Circle City plans to file a rate application in 2014.

Docket No. W-03510A-13- Page 8 of 12
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e Decision No. 68246 specifically requires Circle City to demonstrate, in
its rate application, a positive impact on its existing rate payers as a result
of the Project being developed.

e The Project has not been built.

e There are no plans to build the Project.

e Circle City cannot demonstrate a positive impact on ratepayers, as
required by Decision No. 68246, based on a Project that does not exist,
and thus cannot comply with the order.

RESPECTFULLY SUBMITTED this

Circ

day Novembér 2013.

In Propia Pexson

ORIGIINAL and 13 copies filed
this day November 2013, with:

Docket Control

Arizona Corporation Commission
1200 West Washington St.
Phoenix, AZ 85007

And copies mailed to the following;:

, Administrative Law Judge
HEARING DIVISION

Arizona Corporation Commission

1200 West Washington St.

Phoenix, AZ 85007
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Janice Alward, Chief Counsel
Legal Division

Arizona Corporation Commission
1200 West Washington St.
Phoenix, AZ 85007

Craig Krumwiede
Harvard Investments, Inc.
Warrick 160 LLC

17700 No. Pacesetter Way
Scottsdale, AZ 85255

Steve Olea
Utilities Division

Robert/T. Hardcajtle
Circl¢ City Water Gompany, LLC

END
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Water Facilities Agreement

This Water Facilities Agreement (“Agreement”) entered into this day of , 2005, by

and between Circle City Water Company, LLC (“Circle City”) with primary business offices located at
3101 State Rd., Bakersficld, California 93308 and Harvard Investments, Inc. (“Developer™) with its
principal mailing address at 17700 N. Pacesetter Way Scottsdale, Arizona 85255 (hereafter collectively
referred to as the “Parties”). The Parties contemplate the Developer’s construction of on-site and off-site
water utility plant necessary to provide domestic service, as further described herein, for Developer’s
project, Lake Pleasant 5000 (“Development™), which development is more fully described by Exhibit I
attached hereto.

10.

Section_I: Recitals
WHEREAS, Circle City is a properly organized Arizona corporation in good standing; and,

WHEREAS, Circle City is public service corporation within the meaning of Article XV of the
Arizona Constitution; and,

WHEREAS, Circle City operates a water utility system subject a Certificate of Convenience and
Necessity (“CC&N™) by the Arizona Corporation Commission (“ACC”), and also subject to the
various joint and several jurisdictions of Arizona Department of Environmental Quality
(*ADEQ"), Arizona Department of Water Resources (“ADWR”) and other regulatory authorities,
not expressly described by this section, which may have jurisdiction over certain aspects of the
operations of Circle City, and,

WHEREAS, Developer is a private party that has requested, pursuant to its Request for Service
letter dated September 30, 2004, that Circle City provide potable domestic water service to the
Development, which is outside of its present CC&N. Wastewater utility service will be provided
to the Development by a municipality or private utility provider and Developer is in the process of
obtaining necessary approvals and agreements for such service; and,

WHEREAS, Circle City has accepted Developer’s request to provide potable domestic water
service to the Development subject to obtaining ACC approval to extend its CC&N to include the
Development; and,

WHEREAS, Circle City is willing to file an application with the ACC requesting an extension of
its CC&N to include the Development, in accordance with Section VINI of this Agreement; and

WHEREAS, Circle City does not presently operate a water distribution system able to sérve
potable domestic water to the Development without contemplation of this Agreement; and

WHEREAS, Developer is willing to construct facilities, both on-site distribution and off-site water
infrastructure utility facilities necessary for Circle City to serve the Development; and

WHEREAS, concurrently with the filing to extend its CC&N, Circle City also intends to seek
authority from the ACC to collect an Off-Site Hook-Up Fee to fund construction of off-site
infrastructure including wells, storage tanks, booster pumps, pressure tanks, transmission mains
and/or related appurtenances necessary for proper operation, including engineering and design
costs; and

WHEREAS, if the ACC approves the proposed Off-Site Hook-Up Fee Tariff in a form materiaily
similar to that proposed by Circle City and attached hereto as Exhibit II, Circle City agrees to
treat Developer’s construction of off-site facilities consistent with that tariff,

gl



NOW, THEREFORE BE IT RESOLVED the Parties to this Agrecment do hereby agree as

follows:

Section II:, Construction Of On-Site And Off-Site Facilities, Treatment

1

of Costs, Payment of Administrative Costs

Developer will construct, or cause to be constructed, on-site distribution facilities sufficient to fully
satisfy Developer’s requirements for water utility service to the Development by Circle City as further
described by this Agreement.

Developer will also construct, or cause to be constructed, water infrastructure facilities, including
wells, storage tanks, booster pumps, pressure tanks, transmission mains and/or related appurtenances
sufficient to fully satisfy Developer’s requirements for water utility service to the Development by
Circle City as further described by this Agreement. The off-site water infrastructure facilities
necessary for Circle City to extend water utility service to the Development are described in the Water
Master Plan for Lake Pleasant 5,000 attached hereto as Exhibit III and. incorporated herein by this
reference. :

Developer shall determine the financing and timing for construction of the on-site and off-site
facilities. The cost of the off-site facilitics will constitute a credit against any amounts Developer
would be obligated to pay under an Off-Site Hook-Up Fee Tariff (Exhibit II), if such charge is
authorized by the ACC following application made by Circle City as requested by Developer. The
estimated cost of the on-site distribution facilities described in Exhibi¢ Il is Twenty-Four Million,
Two Hundred and Sixty Thousand Doilars ($24,260,000) and shall hercinafter be referred to as the
“estimated advance.” The estimated cost of the off-site facilities described in Exhibit II¥ is Thirty
Million, Seven Hundred and Forty Five Thousand, Ninety-Two Dollars ($30,745,092) and shall
hercinafter be referred to as the “estimated off-site hook-up fee credit.” To the extent the off-site
facilities costs exceed the estimated off-site hook up fee credit, or, if the ACC does not approve the
Off-Site Hook-Up Fee Tariff in a form materially similar to that attached as Exhibit II, Developer will
be responsible to finance the costs of any off-site facilities necessary for Circle City to furnish water
utility service to the Development and any such amounts will be treated as non-refundable
contributions in aid of construction.

Developer agrees that the size, design, type and quality of materials used to construct the on-site
distribution facilities and off-site water infrastructure facilities (collectively, the on-site and off-site
facilities are referred to at times herein as the “Improvements™) , as well as the location of those
facilities upon and under the ground, shall be approved by Circle City prior to the commencement of
construction and that those facilities shall be designed and constructed in accordance with all
applicable standards of Circie City, ADEQ, ACC and any other governmental agencies exercising
jurisdiction over the design and construction of water utilities systems. The total cost estimates for the
Improvements are more fully described in Exhibit IV. All plans and specifications shall be submitted
to Circle City prior to submission for approval by any regulatory agencies and Circle City shall have
thirty (30) days within which to revise or approve the plans, If Circle City does not provide comments
within that thirty-day period, the plans and specifications will be deemed approved by Circle City.
Circle City shall have the right to require certain configurations that meet prudent utility practice and
general industry practice, to participate in design review and design verification activities, pre- and
post-construction inspection requirements, commissioning requirements, test and trials (design
validation), and to prescribe certain equipment over other equipment, provided, however, Circle City
cannot require changes to the configuration, design or equipment after approval of the plans and
specifications.

In addition to the estimated advance and estimated off-site hook—up fee credit, Developer shall
additionally pay to Circle City an amount sufficient to pay for reasonable administrative costs,
including accounting, engineering and inspection services in connection with the construction of the
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on-site and off-site facilities, and verifiable legal expenses for the preparation of this Agreement,
request for expansion of its CC&N and approval of an off-site hook-up fee. Circle City shall, upon
request, provide proof of such costs to Developer prior to reimbursement by Developer of any such
costs incurred by Circle City. Developer shall also reimburse Circle City for its reasonable pecuniary
costs incurred in the management, supervision and inspection of Improvements.

All funds payable pursuant to this Agreement, including any adjustments thereto, shall be paid by
Developer to Circle City in the form of certified cashiers check or personal check or other means
agreed by the Parties, the validity of which shall be determined only after satisfaction of same by the
financial institution upon which it is drawn.

If, for any reason, any balance remains unpaid by Developer, Circle City shall be paid by Developer
prior to Circle City’s acceptance of transfer of the on-site and off-site facilities, DEVELOPER

ACKNOWLEDGES AND AGREES THAT IT IS THE EXPRESSED PURPOSE OF THIS

SECTION NOT TO PERMIT THE EXTENSION OF SERVICE BY CIRCLE CITY TO ANY
T OR CUSTOMER IN DEVELOPMENT UNTIL, ALL AMOUNTS BEING FULLY

PAID WHICH WERE INCURRED IN CONNECTION WITH THIS AGREEMENT.

Section III: Conditions of Facilities Cohstruction

The acceptance by Circle City of any conveyance of the Improvements to be constructed by
Developer, as referenced in Exhibit IIT and Exhibit IV respectively, are further conditioned upon
Developer’s acceptance of each of the following conditions:

a) That Developer connect at least one (1) water service connection to the property described in
Exhibit I, except as may otherwise be expressly provided by this Agreement.

b) That prior to the commencement of construction of any Improvements, all permits, approvals,
licenses and easements required in connection with any on-site and/or off-site facilities shall
be obtained, recorded, transferred or otherwise developed by Developer retaining the right to
ultimately transfer all such permits, approvals, licenses and easements in to Circle City so as
to completely satisfy all authorities having jurisdiction over regulation or approval of any on-
site and/or off-site facilities.

¢) That all easements and rights-of-way shall be free of obstacles which may interfere with
construction or subsequent operation of any Improvements contemplated by this Agreement,
as exclusively determined by Circle City. If facilities require road, pavement and/or concrete
construction, all such development shall be constructed at grade elevations. No pavement or
curbs shall be installed prior to completion of any Improvements contemplated by this
Agreement or otherwise approved in advance of construction by Circle City. If any streets,
roads, alleys, or drainage ways are not constructed in accordance with this section, Developer
shall bear all costs of every type and description, on 2 non-refundable basis, that are incurred
by Developer or Circle City to relocate facilities as a result of said facilities not being
constructed in accordance with this section.

d) That no engineering changes be made, caused, required or incurred by Developer in
connection with any utility construction standards, any regulatory authority or any State or
County health department, or any other public agency under whose jurisdiction the
construction of the facilities contemplated under this Agreement may be deemed appropriate,
without the advance written approval of Circle City, which approval shall not be unreasonably
withheld.




¢) That Developer comply with any additional terms and conditions as may be set forth in other
sections of this Agreement, which may be attached hereto and incorporated by reference for

all purposes.

Section IV: Service, Circle City Liability Limitations

Notwithstanding any reference to fire protection facilities contained in this Agreement, the
Improvements are being constructed by Developer and will be transferred to Circle City for the
purpose of providing domestic water service to the Development. However, under certain operating
conditions as exclusively determined by Circle City, the Improvements may be used, with the prior
written approval of Circle City, to provide limited emergency fire protection service to an official fire
protection agency which has previously contracted with Circle City for such service.

It is understood by Developer, as evidenced by the execution of this Agreement, that Circle City does
not have the responsibility to provide, and shall not construct under this Agreement, facilities capable
of providing any fire flow to the Improvements. Therefore, it is expressly agreed and understood by

Developer that CIRCLE CITY DOES NOT GUARANTEE OR ENSURE UNINTERRUPTED
OR _REGULAR WATER SERVICE: NOR DOES CIRCLE CITY REPRESENT THE
AVAILABILITY OF ADEQUATE PRESSURE, VOLUME OR FIRE FLOW FROM THE
SYSTEM BY OFFERING DOMESTIC WATER SERVICE PURSUANT TO THIS
AGREEMENT, INCLUDING WITHOUT LIMITATION SECTION XI, PARAGRAPH 16.

It is agreed that in the event that service from a fire hydrant, or an interior fire sprinkler system which
is used for non-fire protection purposes, is interrupted or is irregular or defective or fails from causes
beyond Circle City’s control, or through the negligence or alleged negligence of its employees,
services, agents or other representatives, Circle City shall not be liable for any injuries or damages
arising therefrom. Further, Circle City shall have neither the responsibility nor the liability for any use
or disposition of fire hydrant or fire protection water, even if such use or disposition is attributable, or
is alleged to be attributable to the negligence of Circle City’s employees, agents, servants, or other
representatives. Developer, or any other person or entity which succeeds to Developers interest,
REGARDLESS OF WHETHER SUCH PERSON OR ENTITY HAS KNOWLEDGE OR NOTICE
OF THESE TERMS, shall make no claim against Circle City for any such loss or damage resulting
from services provided under this Agreement or the applicable service tariff. Circle City shail be
entitled to recover its reasonable attorney’s fees should Developer fail to properly comply with this
provision.

Section V: Rates and Tariffs

It is understood and agreed by Developer, as evidenced by its execution of this Agreement, that all
charges for domestic water services to the Development shall, at all times, be at then applicable tariffs
of Circle City as established by the ACC, including an Off-Site Hook-Up Fee Tariff if approved by the
ACC, which approval will be sought by Circle City concurrent with its request to extend its CC&N to
include the Development. Circle City’s tariffs are subject to change from time to time upon
application by Circle City and as approved by the Commission.

Section VI: Permits and Licenses, Easements, Title

Circle City and Developer agree to obtain all permits and licenses from all authorities having
Jurisdiction which may be required for the construction of any of the Improvements necessary for
Circle City to provide water utility service to the Development.

Prior to the commencement of construction any Improvements, Developer shall, if applicable, obtain
from the owners of any property upon which on-site and/or off-site facilities are to be constructed, a




perpetual private water utility easement for construction, operation and maintenance of the
Improvements on the behalf of, and in the name of, Circle City and in a form acceptable to Circle City.

All materials, facilities constructed, and water supply equipment provided in comnection with
construction of any Improvements under this Agreement and the completed facilities as installed shall
be transferred by bill of sale and/or any other necessary conveyance document to Circle City, and
thereafter shall become the sole and exclusive property of Circle City, and full legal and equitable title
thereto shall be completely and fully vested in Circle City, free and clear of any liens. Developer
agrees to execute or caused to be executed promptly all such documents as Circle City or its
representatives may request to evidence good and merchantable title to said Improvements free and
clear of all liens.

Section VII: Advance Amount, Refund, Transfer

As described by this Agreement, all advances for on-site distribution facilities shall be made by
Developer as specified hereunder. If the actual costs of on-site distribution facilities are revised, in
accordance with this Agreement, the additional advance shall be applied thereto and/or adjusted by the
same amount.

All costs of on-site distribution facilities advanced hereunder and applicable administrative, legal,
accounting, engineering, inspection and other pecuniary costs for supervision and management shall be
refunded in accordance with A.A.C. § R14-2-406(D) — 10% of all revenue generated by customers
within the Development each year for 20 years beginning with the commencement of water utility
service within the Development. Under no circumstance shall Developer be entitled to, or receive, any
amount in excess of the actual costs of on-site distribution facilities and applicable administrative,
legal and engineering costs, nor shall Developer receive any refund form Circle City of any amounts
paid for off-site facilities, whether such amounts are paid pursuant to an ACC-approved Off-Site
Hook-Up Fee tariff or otherwise.

Subject to Appendix 1, attached hereto, the costs to be paid by Developer hereunder for any
Improvements do not include any amount necessary for the payment of State or federal income taxes in
connection therewith, which amounts shall be the responsibility of Developer should such income tax
liabilities be imposed on Circle City at a later date as a result of the payment of any amounts and/or the
conveyance of any facilities by Developer to Circle City under the Agreement.

Developer understands, acknowledges and agrees, as evidenced by its execution of this Agreement,
that it is solely responsible to notify Circle City of any change of address used in connection with any
provision hereunder. All changes of address of Developer should be forwarded in writing to Circle
City’s offices as first set forth above.

In the event of the sale, conveyance or transfer by Circle City, pursuant to the approval of the
Regulatory Authorities, of any portion of its water system, including the facilities serving the
Development and installed pursuant to the terms of this Agreement, Circle City’s obligations under
this Agreement shall cease (except to any payment which may be then due) conditioned upon the
transferee assuming, and agreeing to pay Developer, any sums payable to Developer thereafter in
accordance with any provisions of this Agreement.

Section VIII: Extension of Circle City’s CC&N

Circle City hereby agrees to file an application with the ACC for the expansion of its CC&N to include
the Development as well as a request for authority to collect an Off-Site Hook-Up Fee under the form
of tariff represented in Exhibit II.

All obligations under this Agreement shall be conditioned upon Circle City gaining authority, free
from any unreasonmable condition, from the ACC to include the Development in Circle City’s
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certificated service area, Further, Developer covenants and agrees to support Circle City’s application
to extend its CC&N and for approval of an Off-Site Hook-Up Fee Tariff, and shall, upon request by
Circle City and/or its assigns, provide testimony and/or public comment supporting Circle City’s
application in connection with any proceeding before the ACC. In the event the ACC does not grant
Circle City’s request for a CC&N extension, Circle City’s and Developer’s obligations under this
Agreement will terminate, except that Developer will still be responsible to reimburse Circle City for
its reasonable and verifiable administrative, accounting, legal, engineering, inspection and other
similar costs incurred under this Agreement prior to its termination under this provision.

Section IX: General Conditions

Each of the recitals set forth in Section 1 above are hereby incorporated into this Agreement by this
reference as if fully set forth herein. This Agreement may not be modified or amended except by a
writing signed by both parties. The remedies provided for in this Agreement shall not be deemed either
Parties’ exclusive remedies but shall be in addition all other remedies available to Circle City at law or
equity. No waiver by Circle City of any breach by Developer of any provision of this Agreement shall
in any way be construed as a waiver of any future or subsequent breach by Developer or bar the right
of Circle City to insist on strict performance by Developer of the proyisions in this Agreement in the
future. Developer is an independent party and not an agent or erployee of Circle City.

This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their respective
successors, assigns and representatives; provided, however, that no assignment or transfer of any of the
obligations, powers, duties or rights created in the obligee or assignee by this Agreement shall be
binding upon any of the Parties to this Agreement until such assignment or transfer is approved in
writing by each of the Parties hereto.

If any suit or other action or proceeding is brought to enforce the terms of this Agreement, the
prevailing party in such action shall be entitled to recover reasonably attomeys’ fees and costs, such
amounts as may be established by a court and not a jury.

This Agreement embodies the entire agreement between the Parties and supersedes all prior and
contemporaneous oral or written agreements, representations and understandings, if any, relating to the
subject matter hereof which shall hereby be superseded and merged. All documents attached to this
Agreement shall be read and interpreted as consistent with one another.

Section headings are for the convenience of reference only and shall in no way affect the interpretation
of this Agreement. This Agreement is the result of good faith negotiations between the Parties and,
accordingly, shall not be construed for or against either Party regardless of which Party drafted this
Agreement or any portion thereof.

Developer does not intend the benefits of this Agreement to inure to any third party, nor shall this
Agreement be construed to make or render Circle City liable to any creditor, materialman, supplier, tax
collector, contractor, subcontractor, broker, purchaser or lessee of the Improvements.

Each Pény shall execute and deliver all such documents and perform all such acts as reasonably
requested by any party from time to time to perform the duties and obligations contemplated by this
Agreement.

All annexes, schedules and exhibits attached hereto are hereby incorporated into this Agreement by
each reference thereto as if fully set forth at each reference.

Each Party acknowledges and warrants that it is fully authorized and empowered to execute this
Agreement by and through the individuals executing below.




10.

11.

12.

13.

14.

16.

17.

Any notices or communication required or permitied to be given to any of the Parties to this
Agreement must be in writing and shall be effective upon the earlier of (a) the date when received by
such party, or (b) the date which is three (3) days after mailing, postage prepaid, by certified or
registered mail, return receipt requested, to the address of such party as indicated below, or (¢) by tele-
facsimile delivered or transmitted to the party to whom such notice is required or directed in
accordance with that information first set forth above. Any such notices to be personally delivered
may be delivered to the principal offices or location of the other party to whom such notice is directed.
Any such notice shall be deemed to have been given (whether actually received or not) on the day it is
personally delivered as aforesaid. Any party to this Agreement may change its address or delivery
location by giving notice to the other party pursuant to this section.

Time is of the essence with regard to each provision of this Agreement as to which time is a factor. If
this Agreement provides that any time period expires or date for performance specified in this
Agreement falls on a non-business day (i.e. Saturday, Sunday or legal holiday recognized by the State
of Arizona), such time period or performance deadline shall be extended to the next business day.

This Agreement has been prepared, is being executed and delivered, and is intended to be performed in
the State of Arizona. The substantive laws of the State of Arizona and the applicable federal laws of
the United States of America shall govern the validity, construction, enforcement and interpretation of
this Agreement and ail documents related hereto without regard to conflict of the law rules.

The Parties hereto agree to do all such things and take all such action, and to make, execute and deliver
such documents and instruments, as shall be reasonably requested to carry out the provisions, intent
and purpose of this Agreement.

This Agreement may be executed in multiple counterparts, each of which, when so executed shall be
deemed an original but all such counterparts shall constitute but one and the same Agreement.

Developer acknowledges that the on-site and certain off-site water infrastructure facilities are
being installed for the purpose of providing domestic water service to the Development, which is
further described in Exhibit I. Under certain operating conditions, the facilities may provide
limited fire protection service to appropriate fire protection agencies contracting with the Circle
City for such service. However, it is expressly understood by the Circle City and the Developer
that Circle City will provide a minimum delivery pressure of 20 pound per square inch at the
customer’s meter or point of delivery in accordance with A.A.C. Ri14-2-407.E, but that Circle
City does not guarantee or ensure uninterrupted or regular fire protection service. ' Developer
further acknowledges that Circle City does not represent or warrant that the domestic water
utility service provided by Circle City meets any rules, regulations or other standards for fire
protection imposed by any governmental entity; nor does Circle City accept or assume any
obligation of Developer, whether express or implied, pertaining to the property described in
Exhibit 1 including, without limitation, assurances of water for fire protection purposes, except
as expressly set forth in this Agreement.

Developer, if actually defined to represent more than a single individual, shall be jointly and severally
liable for all duties and obligations under this Agreement.




Section X: Acceptance

IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms

and conditions of the Agreement dated as first set forth above.

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company

By: Harvard 5K, L.L.C, an Arizona limited liability company
Its: Manager

For: Circle City Water Co. L.L.C.

By: Robert T. Hardcastle
Its: Managing Member




Section X: Acceptance

IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms

and conditions of the Agreement dated as first set forth above.

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company
By: Harvard 5K, L.L.C, an Arizona limited liability company

Its: Manager

By: Harvard Investments, Inc., a Nevada corporation

Its: Manager

By:

Its:

For:  Circle City Water Co. LL.C. /

By: : Robert 1. Hardcastle
Its: N Managing Member




Exhibit I
Vicinity Map and Legal Description
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EXHIBIT “A”
Legal Description of Property

Parcel 1:

The Southeast qnaner of Section 28, Townshxp 6 North, Range 3 West of the Gila and Salt
River Base and Meridian, Maricopa County, Arizona; EXCEPT the North 210.00 feet of the
South 2090.00 feet of the West 210.00 fest of the East 910, OOfeet.

Parcel 2:
TheNorﬁZlOODfeetoftheSmﬂx?DDOOOfeetofﬂwWestZlOOOfectofﬁerastM0.00 '
feet of the Southeast quarter of Section 28, Township 6 North, Rzmge 3 West of the Gila and
Salt River Base and Meridian, Maricopa County, Anzona.




Exhibit 11

PROPOSED OFF-SITE HOOK-UP FEE TARIFF

10




TARIFF SCHEDULE

UTILITY: CIRCLE CITY WATER COMPANY SHEET NO. 1
DOCKET NO. W-
DECISION NO. ( __,2005)
EFFECTIVE DATE:
OFF-SITE HOOK-UP FEE

1. Purpose and Applicability.

The purpose of the off-site hook-up fees payable to Circle City Water Company (“the
Company”) pursuant to this tariff is to equitably apportion the costs of constructing additional
off-site facilities to provide water production, delivery, storage and pressure among all new
service connections. These charges are applicable to all new service connections established
after the effective date of this tariff. The charges are one-time charges and are payable as a
condition to Company’s establishment of service, as more particularly provided below.

II. Definitions.

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona
Corporation Commission’s (“Commission”) rules and regulations governing water utilities shall
apply in interpreting this tariff schedule.

“Applicant” means any party entering into an agreement with Company for the installation of
water facilities to serve new service connections, and may include Developers and/or Builders of
new residential subdivisions.

“Company” means Circle City Water Company, LLC, an Arizona limited liability company.

“Main Extension Agreement” means any agreement whereby an Applicant, Developer and/or
Builder agrees to advance the costs of the installation of water facilities to the Company to serve
new service connections, or install water facilities to serve new service connections and transfer
ownership of such water facilities to the Company, which agreement shall require the approval
of the Commission pursuant to A.A.C. R14-2-406, and shall have the same meaning as “Water

Facilities Agreement” or “Line Extension Agreement.”

“Off-Site Facilities” means wells, storage tanks and related appurtenances necessary for proper
operation, including engineering and design costs. Off-Site facilities may also include booster
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper
operation, if these facilities are not for the exclusive use of the applicant and will benefit the
entire water system.




Circle City Water Company, LLC
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Off-Site Hook-Up Fee Tariff
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“Service Connection” means and includes all service connections for single-family residential or
other uses, regardless of meter size. '

III. Off-Site Hook-Up Fee.

For each new service connection, the Company shall collect an off-site hook-up fee derived from
the following table:

OFF-SITE HOOK-UP FEE TABLE
Meter Size Size Factor Total Fee
5/8° X Y ¢ ' 1 $3,000.00
¥4 1.2 $3,000.00
17 2 $7,500.00
1-1% « 4 $15,000.00
2” 6.4 $24,000.00
3” 12 $48,000.00
4” 20 $75,000.00
6” or larger 40 $150,000.00

IV. Terms and Conditions.

(A) Assessment of One Time Off-Site Hook-Up Fee: The off-site hook-up fee may be
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter
and service line installation charge).

(B)  Use of Off-Site Hook-Up Fees: Off-site hook-up fees may only be used to pay for capital
items of off-site facilities, or for repayment of loans obtained for installation of off-site facilities.
Off-site hook-up fees shall not be used for repairs, maintenance, or operational purposes.

(C)  Time of Payment:

a. For those requiring a Main Extension Agreement —

In the event that the person or entity that will be constructing improvements
(“Applicant”, “Developer” or “Builder”) is otherwise required to enter into a Main
Extension Agreement, whereby the Applicant, Developer or Builder agrees to
advance the costs of installing mains, valves, fittings, hydrants and other on-site
improvements in order to extend service in accordance with R-14-2-406 (B), payment
of the fees required hereunder shall be made by the Applicant, Developer or Builder
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no later than within 15 calendar days after receipt of notification from the Company
that the Utilities Division of the Arizona Corporation Commission has approved the
Main Extension Agreement in accordance with R14-2-406(M).

b. For those connecting to an existing main that was installed pursuant to a Main
Extension Agreement that was approved by the Arizona Corporation Commission —

In the event that the Applicant, Developer or Builder for service is not required to
enter into a Main Extension Agreement, the charges hereunder shall be due and
payable at the time the meter and service line installation fee is due and payable.

(D)  Off-Site Facilities Construction By Developer: Company and Applicant, Developer
or Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an off-
set to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities
constructed by Applicant, Developer or Builder and conveyed to Company is less than the
applicable off-site hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the
remaining amount of off-site hook-up fees owed hereunder. If the total cost of the off-site
facilities constructed by Applicant, Developer or Builder and conveyed to Company is more than
the applicable off-site hook-up fees under this Tariff, Applicant, Developer or Builder shall not
be entitled to any refunds.

(E)  Failure to Pay Charges; Delinquent Payments: The Company will not be obligated to
provide water service to any Developer or , Builder or other applicant for service in the event

that the Developer, Builder or other applicant for service has not paid in full all charges
hereunder. Under no circumstances will the Company set a meter or otherwise allow service to
be established if the entire amount of any payment has not been paid.

(F)  Large Subdivision Projects: In the event that the Developer or Builder is engaged in the
development of a residential subdivision containing more than 150 lots, the Company may, in its
discretion, agree to payment of off-site hook-up fees in installments. Such installments may be
based on the residential subdivision development’s phasing, and should attempt to equitably
apportion the payment of charges hereunder based on the Developer’s or Builder’s construction
schedule and water service requirements.

(G) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company
pursuant to this Off-Site Hook-Up Fee Tariff shall be non-refundable contributions in aid of
construction. :
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(H) Use of Off-Site Hook-Up Fees Received: All funds collected by the Company as off-site
hook-up fees shall be deposited into a separate interest bearing trust account and used solely for
the purposes of paying for the costs of off-site facilities, including repayment of loans obtained
for the installation of off-site facilities that will benefit the entire water system.

O Off-Site Hook-Up Fee in Addition to On-Site Facilities: The off-site hook-up fee shall be
in addition to any costs associated with the construction of on-site facilities under a Main
Extension Agreement.

) Disposition of Excess Funds: After all necessary and desirable off-site facilities are
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook-
up fee has been terminated by order of the Arizona Corporation Commission, any funds
remaining in the trust shall be refunded. The manner of the refund shall be determined by the
Commission at the time a refund becomes necessary.

(X)  Fire Flow Requirements: In the event the applicant for service has fire flow requirements
that require additional facilities beyond those facilities whose costs were included in the off-site
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site
hook-up fee, the Company may require the applicant to install such additional facilities as are
required to meet those additional fire flow requirements, as a non-refundable contribution, in
addition to the off-site hook-up fee.

Effective Date:

Approved for Filing in Compliance with
Decision No.

PHX/ISHAPIRO/1629083.1/20496.003
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Abbreviations

ac Acres

ADEQ Arizona Department of Environmental Quality
ADWR Arizona Department of Water Resources
AWWA American Water Works Association

DU Dwelling Units

EDU Equivaient Dwelling Units

gal Gallons

gpcpd Gallons Per Capita Per Day

gpd Gallons Per Day

gpm Gallons Per Minute

LF Linear Feet

MAG Maricopa Association of Governments

MDR Medium Density Residential (single family housing)
MF Multiple Family

MG Million Gallons

MGD Million Gallons Per Day

n Manning’s Roughness

psi Pounds Per Square Inch
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1.0 Introduction

11 General Description

The proposed Lake Pleasant 5,000 development covers approximately 4,882 acres
within Maricopa County. The proposed development is located within the City of
Surprise General Plan area, and is anticipated to consist of approximately 10,000
residential dwelling units and 300 acres of commercial development. The general site
location can be seen in Figure 1 Lake Pleasant 5,000 Vicinity Map.

SITE

211TH /AVE

Figure 1 Lake Pleasant 5,000 Vicinity Map

1.2 Project Location

The Lake Pleasant 5,000 development includes sections 5, 6, 7, 8, 9, 17 and 18 as well
as a majority portion of Section 4 in Township 6 North, Range 2 West of the Gila and
Salt River Base and Meridian, Maricopa County, Arizona. The site is located north of SR
74, south of the Maricopa County line, and east of the 211" Ave alignment.

13 Topographic Conditions

The Lake Pleasant 5000 development consists of undeveloped desert land. The
northern and northeast portions of the site are dominated by mountainous terrain, while
the eastern third of the site is fairly flat sloping from north to south at approximately a 3%
grade. ' ’ ' '

JN: 45-101888 1 m:
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14 Scope of Study

The purpose of this study is to provide a conceptual discussion of the water
infrastructure necessary to serve the proposed Lake Pleasant 5,000 development. This
study will discuss the potable water facilities required to serve the project. Storage,
supply, and demands associated with the proposed development will be addressed. It is
important to note, that the onsite distribution lines are not addressed within this study.

2.0  Distribution System

21 Pressure Zone Description

The proposed Lake Pleasant 5,000 development is anticipated to consist of five
pressure zones. The pressure zone boundaries will be set at approximately 120-feet
intervals. The anticipated pressure zones for the site are outlined in Table 1 Lake
Pleasant 5,000 Pressure Zones. An exhibit showing the pressure zone boundaries is
included in Appendix A Pressure Zone Map.

Table 1 Lake Pleasant 5,000 Pressure Zones

Low High
Zone | Contour | Contour

P1 2,080 2,200
P2 2,200 2,320
P3 2,320 2,440
P4 2,440 2,560
P5 2,560 2,680

3.0 Projected System Demands

31 General

The Lake Pleasant 5,000 development is anticipated to consist of 10,000 dwelling units.
The average day demands for the site were determined based on the projected number
of residential dwelling units and the projected amount of commercial acreage. The
projected population for the residential area was calculated by multiplying the number of
dwelling units, by a population density of 3.2 people per dwelling unit (ppdu). The water
demand for the site was calculated by multiplying the projected population by the new
residential demand factors from the Arizona Department of Water Resources (ADWR)
Third Management Plan for the Phoenix Active Management Area (AMA). These factors
consist of an interior water demand of 57 gpcd and an exterior water demand of 178
gallons per dwelling unit. In order to maintain these demand factors, it was assumed
that the residential turf areas would be limited to 900 ft?, as defined by ADWR’s Third
Management Plan, and that other conservation measures identified in the Third
Management Plan would be followed. A commercial demand of 2,000 gallons per acre

was also used in these calculations. The demand factors used for this project are

summarized in Table 2 Water Demand Factors.

JN: 45-101888 2 m:
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Table 2 Water Demand Factors

Type Demand Unit
Residential Interior 57 gped
Residential Exterior; 178 gal/du/day

Commercial 2,000 |gal/acre/day]

Peaking factors for the maximum day and peak hour demands were estimated for the
proposed Lake Pleasant 5,000 development. A maximum day peaking factor of 1.8
times the average day demand was assumed. While a peak hour peaking factor of 3.0
times the average day demand was assumed. The projected average day, maximum
day, and peak hour demands are shown in Table 3 Lake Pleasant 5,000 Water
Demands.

Table 3 Lake Pleasant 5,000 Water Demands

Avg Day Max Day Peak Hour

(gpd) |[gpm | (gpd) |(gpm)| (gpd) |(gpm)

4,204,000|2,919 /7,567,200 5,255 | 12,612,000 8,758

It is important to note that water demands for the irrigation of the proposed golf courses
have not been included within these calculations. The golf courses are planned to be
irrigated through reclaimed water. Additionally, changes to the number of dwelling units,
projected land uses, and varying individual water usage patterns could result in either an
increase or decrease in actual water demand.

3.2 Fire Flow Demand

The proposed Lake Pleasant 5,000 water system will be capable of providing sufficient
fire flow throughout the development. The required fire flow will depend on the land use
in each area, but is anticipated to range from a minimum of 1,000 gpm within the
residential areas up to 3,000 gpm within the commercial areas.

4.0 Water Storage

The volume of water storage to be included within the site has been calculated to
provide a reliable water system. Sufficient water storage is projected to be stored on site
in order to meet the maximum day water demand. The water storage volume projected
for the proposed Lake Pleasant 5,000 development is a total of 7.6 million galions. It is
anticipated that this storage would be provided through two 2.30 million gallon tanks and
two 1.50 million gallon tanks. The location of the water storage reservoirs throughout
the site will be determined at a future time.

Additionally, one 500,000 gallon storage tank is anticipated to be constructed at the well

field. This tank will be used to help reduce cycling of the well pumps and to provide
temporary storage before boosting the water to the site.

JN: 45-101888 3 ’ m:
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4.1 Booster Pump Capacity

The onsite booster pump capacity has been calculated for the proposed Lake Pleasant
5,000 development. Sufficient booster pumping capacity will be provided in order to
meet the peak hour water system demands, while maintaining one backup booster
pump. A peak hour demand of 8,758 gpm has been calculated for the development as
described in Section 3.0, Projected System Demands. It is anticipated, that 10,350 gpm
of booster capacity will be provided for the onsite water distribution system. Due to the
amount of elevation change throughout the site, it may be possible to reduce the amount
of booster pump capacity by supplying a portion of the site through gravity.

In addition to the booster pump capacity for the on site distribution system, it will also be
necessary to construct a booster pump station to bring the water supply from the Central
Arizona Project canal (CAP) to the Circle City Water Company, and another booster
station to bring the water supply from the Circle City Water Company to the project site.
It is anticipated that each of these stations will be capabie of meeting the maximum day
demand of 5,255 gpm, while maintaining one backup booster pump. Each of these
booster stations is projected to have a capacity of 6,650 gpm. A greater discussion of
the water supply for the project is provided in Section 5.0, Water Supply.

5.0  Water Supply .

The water supply for the proposed Lake Pleasant 5,000 development is anticipated to
come from a combination of groundwater wells and (CAP) surface water supply. It is
anticipated that sufficient groundwater wells will be provided to meet the average day
demand of 2,919 gpm. In addition, surface water supplies will be provided to meet the
total maximum day demand of 5,255 gpm. The groundwater wells will serve as a back
up supply for the development.

The Circle City Water Company service area will be expanded to include a well field.
This well field is anticipated to be located in a portion of Section 28 of Township 6 North,
Range 3 West. The groundwater wells to supply this project are anticipated to be
located within the proposed well field as well as the existing Circle City Water Company
service area. Assuming that each well will produce 320 gpm, 11 wells will be required to
meet the average day demand of the project, while maintaining one backup well. The
actual number of groundwater wells will depend on the production capacity of each well.

it will be necessary to construct booster stations and transmission mains in order to
convey the water from the CAP to the Circle City Water Company service area, and from
the Circle City Water Company to the project site. Two 24-inch transmission mains are
anticipated to be required. Details on these transmission mains are summarized in
Table 4 Transmission Main Details. An exhibit showing the location of the Circle City
Water Company, the proposed well field, conceptual alignments of the proposed
transmission mains, and project site is provided in Appendix B Proposed Transmission
Mains.

JN: 45-101888 4
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Table 4 Transmission Main Details

Start End Length (ft}| Diam (in) | Start Elev End Elev
CAP Circle City Water Co| 44,000 24 1,550 1,910
Circle City Water ColLake Pieasant 5,000, 47,000 24 1,910 2,300

6.0 Opinion of Probable Costs

An engineer’s opinion of probable costs has been developed for this project. These
costs are based on the engineer's experience with the construction industry, and shouid
be used for planning purposes only. The costs have been developed for the wells,
tanks, transmission lines, and booster stations, the onsite distribution lines have not
been included as part of this analysis.

JN: 45-101888 5
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Opinion of Probable Cost for Pipes, Wells, Tanks & Booster Station

10,000 Units
Description AverggsetUmt Unit | QTy Total
IWell Drilling $ 175,000 EA 1 |$ 1,925,000
ell Equipping (pump & motor, well head and

olumnqpigg, dgis(ghar;e piping and valves, etc.) $ 110,000 EA i $ 1,210,000
lle-Foot Block Wall $ 100 LF [ 9,075 | $ 907,500
[well Site Foundation Pads $ 7250 EA $ 79,750
iwell Electrical $ 55000 EA $ 605,000
iwell Controls $ $ 495,000
IWell Generator $ 100,000
[Well(s) Subtotal $ 5322250
ICAP Water Treatment (1.0 MGD per unit) $ 4,000,000

ooster Station (6,650 gpm), Complete with]
Eydropneumatic '§'ank angF:Ap)purtena&ces $ 473813 LS 1 $ 473,813
Transmission Line Complete (24-inch, DIP) 83 $ 3,652,000
ICAP Treatment Subtotal . 1$ 8125813
Tank (1.5 MG) $ 432,000 EA 2 $ 864,000
Tank (2.3 MG) $ 580,000 EA 2 $ 1,160,000
Tank (0.5 MG) $ 192,000 EA 1 $ 192,000
Site Improvements (Grading, pads, excavation)) $ 425,000 EA 2.5 $ 1,062,500

-Foot Biock Wall $ 175 LF 4,400 | $ 770,000
[Tank Site Piping, Valves, Meters, etc. $ 318,750 EA 25 |'$ 796,875
Tank Site Electrical $ 312,500 EA 2.5 $ 781,250
[Tank Site Controls $ 156,250 EA 25 [ $ 390,625
Tank Site Generator $ 218,750| EA 25 | $ 546,875
Tank(s) Subtotal $ 6,564,125
Transmission Line Complete (8-inch, DIP) $ 211,200
Transmission Line Compiete (24-inch, DIP) $ 3,901,000
Transmission Line Subtotal $ 4,112,200

ooster Station (6,650 gpm), Complete with

ydropneumatic '§'ank angpAp)purtena%ces $ 473813 LS 1 $ 473,813
Booster Station (10,500 gpm), Complete with
Hydropneumatic gI‘ank an(? l;‘p;))urtena‘r)ices $ 748125 LS 1 $ 748,125
ISubtotal $ 25,346,325
[Contingency (15%) $ 3,801,949

onding Excluded|
Tax (6.3%) $ 1,836,341
IAdjusted Total $ 30,984,615

*Since ENGINEER has no control over the cost of labor, materials, equipment or services furnished by others or over the Contractor(s)' method
of determining prices, or over the competitive bidding or market conditions, its opinions of probable Project Cost and Construction Cost
provided herein are to be made on the basis of its experience and qualifications and represents its best judgment as an experienced and
qualified professional engineer, familiar with the construction industry; but ENGINEER cannot and does not guarantee that proposals, bids or
actual Project or Construction Cost will not vary from its opinion of probable cost. If prior to the Bidding or Negotiating Phase, OWNER wishes
greater assurance as to Project Cost, it shall employ an independent cost estimator.

**Price exiudes engineering, right-of-way acquisition, legal, or other non-construction related costs
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Exhibit IV

Cost Estimates

Developer’s Initials:
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Appendix 1

On August 20, 1996 President Clinton signed into law the Small Business Job Protection Act
(H.R. 344) which contained a provision that repealed a portion of the Tax Reform Act of 1986 (“TRA-86")
which states that the “gross income of a corporation shall not include any contribution to the capital of the
faxpayer”. Afier January 1, 1987, Internal Revenue Code Section 118 treated contributions in aid of
construction (“CIAC”) as taxable income of electric, gas, water and sewer utility companies. The effect of
such provision climinates the “gross up” of CIAC’s which, heretofore, were to be collected in
reimbursement of a utility companies taxes payable from the CIAC. Section 1613 (a) of H.R. 3448 returns
the IRC Section 118 to its pre-TRA-86 form regarding a utility companies CIAC taxable obligations. In
order to satisfy this condition, H.R. 3448 requires certain criteria must be met by utility companies. Circle
City Water Company L.L.C. anticipates being able to satisfy the applicable criteria. HLR. 3448 IS

RETROACTIVE TO JUNE 12, 1996 FOR ALL CIAC’S.

HR. 3448 required the IRS to develop specific regulations regarding this matter which were
expected to be drafted during 1997. Additionally, the Arizona Corporation Commission has not, as of the
date first set forth above, yet addressed the affect of HR. 3448 by draﬁmg new regulations which are
expected to follow the IRS regulations.

Absent regulatory direction to the contrary, Circle City Water Company, L.L.C. does not expect to
collect customer “gross up taxes” afier June 12, 1996, This policy is subject to final IRS regulations and
Arizona statute revisions.

1629002.1/20496.003
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Water Facilities Agreement

L

16 i B

This Water Facilities Agreement (“Agreement”) entered into this ﬁg day of (2] 2005, by
and between Circle City Water Company, LLC (“Circle City”) with primary business offices located at
3101 State Rd., Bakersfield, California 93308 and Harvard Investments, Inc. (“Develop:?ﬁ with its
principal mailing address at 17700 N. Pacesetter Way Scottsdale, Arizona 85255 (bereafter collectively
referred to as the “Parties”). The Parties contemplate the Developer’s construction of on-site and off-site
water utility plant necessary to provide domestic service, as further described herein, for Developer’s
prqietcl:t, Lake Pleasant 5000 (“Development™), which development is more fully described by Exhibit I
attached hereto.

Section I: Recitals
1. WHEREAS, Circle City is a properly organized Arizona corporation in good standing; and,

2. WHEREAS, Circle City is public service corporation within the meaning of Article XV of the
3. WHEREAS, Circle City operates a water utility system subject a Certificate of Convenience and

Necessity (“CC&N”) by the Arizona Corporation Commission (“ACC”), and also subject to the
various joint and several jurisdictions of Arizona Department of Environmental Quality
("ADEQ”), Arizona Department of Water Resources (“ADWR”) and other regulatory authorities,
not expressly described by this section, which may have jurisdiction over certain aspects of the
operations of Circle City; and,

4, WHEREAS, Developer is a private party that has requested, pursuant to its Request for Service
letter dated September 30, 2004, that Circle City provide potable domestic water service to the
Development, which is outside of its present CC&N. Wastewater utility service will be provided
to the Development by a municipality or private utility provider and Developer is in the process of
obtaining necessary approvals and agreements for such service; and,

5. WHEREAS, Circle City has accepted Developer’s request to provide potable domestic water
service to the Development subject to obtaining ACC approval to extend its CC&N to include the
Development; and,

6. WHEREAS, Circle City is willing to file an application with the ACC requesting an extension of

its CC&N to include the Development, in accordance with Section VIIX of this Agreement; and

7. WHEREAS, Circle City does not presently operate a water distribution system able to serve
potable domestic water to the Development without contemplation of this Agreement; and

8 WHEREAS, Developer is willing to construct facilities, both on-site distribution and off-site water
infrastructure utility facilities necessary for Circle City to serve the Development; and

9. WHEREAS, concurrently with the filing to extend its CC&N, Circle City also intends to seek
authority from the ACC to collect an Off-Site Hook-Up Fee to fund construction of off-site
infrastructure including wells, storage tanks, booster pumps, pressure tanks, transmission mains
and/or related appurtenances necessary for proper operation, including engineering and design
costs; and

10. WHEREAS, if the ACC approves the proposed Off-Site Hook-Up Fee Tariff in a form materially
similar to that proposed by Circle City and attached hereto as Exhibit IT, Circle City agrees to
treat Developer’s construction of off-site facilities consistent with that tariff.

A3




NOW. THEREFORE BE IT RESOLVED the Parties to this Agreement do hereby agree as
follows:

Section II:, Construction Of On-Site And Off-Site Facilities, Treatment
of Costs, Payment of Administrative Costs

1. Developer will construct, or cause to be constructed, on-site distribution facilities sufficient to fully
satisfy Developer’s requirements for water utility service to the Development by Circle City as further
described by this Agreement.

2. Developer will also construct, or cause to be constructed, water infrastructure facilities, including
wells, storage tanks, booster pumps, pressure tanks, transmission mains and/or related appurtenances
sufficient (o fully satisfy Developer’s requirements for water utility service to the Development by
Circle City as further described by this Agreement. The off-sitc water infrastructure facilities
necessary for Circle City to extend water utility service to the Development are described in the Water
Master Plan for Lake Pleasant 5,000 attached hereto as Exhibit INI and incorporated herein by this
reference. .

3. Developer shall determine the financing and timing for construction of the on-site and off-site
facilities. The cost of the off-site facilities will constitute a credit against any amounts Developer
would be obligated to pay under an Off-Site Hook-Up Fee Tariff (Exhibit II), if such charge is
authorized by the ACC following application made by Circle City as requested by Developer. The
estimated cost of the on-site distribution facilities described in Exhibit III is Twenty-Four Million,
Two Hundred and Sixty Thousand Dollars ($24,260,000) and shall hereinafter be referred to as the
“estimated advance.” The estimated cost of the off-site facilities described in Exhibit II¥ is Thirty
Million, Seven Hundred and Forty Five Thousand, Ninety-Two Dollars ($30,745,092) and shall
hereinafter be referred to as the “estimated off-site hook-up fee credit.” To the extent the off-site
facilities costs exceed the estimated off-site hook up fee credit, or, if the ACC does not approve the
Off-Site Hook-Up Fee Tariff in a form materially similar to that attached as Exhibit II, Developer will
be responsible to finance the costs of any off-site facilities necessary for Circle City to furnish water
utility service to the Development and any such amounts will be treated as non-refundable
contributions in aid of construction.

4. Developer agrees that the size, design, type and quality of materials used to construct the on-site
distribution facilities and off-site water infrastructure facilities (collectively, the on-site and off-site
facilities are referred to at times herein as the “Improvements”™) , as well as the location of those
facilities upon and under the ground, shall be approved by Circle City prior to the commencement of
construction and that those facilities shall be designed and constructed in accordance with all
applicabie standards of Circie City, ADEQ, ACC and any other governmental agencies exercising
jurisdiction over the design and construction of water utilities systems. The total cost estimates for the
Improvements are more fully described in Exhibit IV. All plans and specifications shall be submitted
to Circle City prior to submission for approval by any regulatory agencies and Circle City shall have
thirty (30) days within which to revise or approve the plans. If Circle City does not provide comments
within that thirty-day period, the plans and specifications will be deemed approved by Circle City.
Circle City shall have the right to require certain configurations that meet prudent utility practice and
general industry practice, to participate in design review and design verification activities, pre- and
post-construction inspection requirements, commissioning requirements, test and trials (design
validation), and to prescribe certain equipment over other equipment, provided, however, Circle City
cannot require changes to the configuration, design or equipment afier approval of the plans and
specifications.

5. In addition to the estimated advance and estimated off-site hook—up fee credit, Developer shall
additionally pay to Circle City an amount sufficient to pay for reasonable administrative costs,
including accounting, engineering and inspection services in connection with the construction of the

2




on-site and off-site facilities, and verifiable legal expenses for the preparation of this Agreement,
request for expansion of its CC&N and approval of an off-site hook-up fee. Circle City shall, upon
request, provide proof of such costs to Developer prior to reimbursement by Developer of any such
costs incurred by Circle City. Developer shall also reimburse Circle City for its reasonable pecuniary
costs incurred in the management, supervision and inspection of Improvements.

All funds payable pursuant to this Agreement, including any adjustments thereto, shall be paid by
Developer to Circle City in the form of certified cashiers check or personal check or other means
agreed by the Parties, the validity of which shall be determined only after satisfaction of same by the
financial institution upon which it is drawn.

If, for any reason, any balance remains unpaid by Developer, Circle City shall be paid by Developer
prior to Circle City’s acceptance of transfer of the on-site and off-site facilities, DEVELOPER
ACKNOWLEDGES AND AGREES THAT IT IS THE EXPRESSED PURPOSE OF THIS

ECTION NOT TO PE THE EXTENSION OF SERVICE BY CIRCLE CITY TO ANY
LOT OR CUS IN THE DE NT ALL AMOUNTS BEING FULLY

PAID WHICH WERE INCURRED IN CONNECTION WITH THIS AGREEMENT.

Section III: Conditions of Facilities Co;lstruction

The acceptance by Circle City of any conveyance of the Improvements to be constructed by
Developer, as referenced in Exhibit III and Exhibit IV respectively, are further conditioned upon
Developer’s acceptance of each of the following conditions:

a) That Developer connect at least one (1) water service connection to the property described in
Exhibit I, except as may otherwise be expressly provided by this Agreement.

b) That prior to the commencement of construction of any Improvements, all permits, approvals,
licenses and easements required in connection with any on-site and/or off-site facilities shall
be obtained, recorded, transferred or otherwise developed by Developer retaining the right to
ultimately transfer all such permits, approvals, licenses and easements in to Circle City so as
to completely satisfy all authorities having jurisdiction over regulation or approval of any on-
site and/or off-site facilities.

¢) That all easements and rights-of-way shall be free of obstacles which may interfere with
construction or subsequent operation of any Improvements contemplated by this Agreement,
as exclusively determined by Circle City. If facilities require road, pavement and/or concreie
construction, all such development shall be constructed at grade elevations. No pavement or
curbs shall be installed prior to completion of any Improvements contemplated by this
Agreement or otherwise approved in advance of construction by Circle City. If any streets,
roads, alleys, or drainage ways are not constructed in accordance with this section, Developer
shall bear all costs of every type and description, on a non-refundable basis, that are incurred
by Developer or Circle City to relocate facilities as a result of said facilities not being
constructed in accordance with this section.

d) That no engineering changes be made, caused, required or incurred by Developer in
connection with any utility construction standards, any regulatory authority or any State or
County health department, or any other public agency under whose jurisdiction the
construction of the facilities contemplated under this Agreement may be deemed appropriate,
without the advance written approval of Circle City, which approval shall not be unreasonably
withheld.




¢) That Developer comply with any additional terms and conditions as may be set forth in other
sections of this Agreement, which may be aitached hereto and incorporated by reference for
all purposes.

Section IV: Service, Circle City Liability Limitations

Notwithstanding any reference to fire protection facilities contained in this Agreement, the
Improvements are being constructed by Developer and will be transferred to Circle City for the
purpose of providing domestic water service to the Development. However, under certain operating
conditions as exclusively determined by Circle City, the Improvements may be used, with the prior
written approval of Circle City, to provide limited emergency fire protection service to an official fire
protection agency which has previously contracted with Circle City for such service.

It is understood by Developer, as evidenced by the execution of this Agreement, that Circle City does
not have the responsibility to provide, and shall not construct under this Agreement, facilities capable
of providing any fire flow to the Improvements. Therefore, it is expressly agreed and understood by
Developer that CIRCLE CITY DOES NOT GUARANTEE OR ENSURE UNINTERRUPTED

OR REGULAR WATER SERVICE: NOR DOES CIRCLE CITY REPRESENT THE
AVAILABILITY OF ADEQUATE PRESSURE, VOLUME OR FIRE FLOW FROM THE
SYSTEM BY OFFERING DOMESTIC WATER SERVICE PURSUANT TO THIS
AGREEMENT, INCLUDING WITHOUT LIMITATION SECTION XI, PARAGRAPH 16.

It is agreed that in the event that service from a fire hydrant, or an interior fire sprinkler system which
is used for non-fire protection purposes, is interrupted or is irregular or defective or fails from causes
beyond Circle City’s control, or through the negligence or alleged negligence of its employees,
services, agents or other representatives, Circle City shall not be liable for any injuries or damages
arising therefrom. Further, Circle City shall have neither the responsibility nor the liability for any use
or disposition of fire hydrant or fire protection water, even if such use or disposition is attributable, or
is alleged to be attributable to the negligence of Circle City’s employees, agents, servants, or other
representatives. Developer, or any other person or entity which succeeds to Developers interest,
REGARDLESS OF WHETHER SUCH PERSON OR ENTITY HAS KNOWLEDGE OR NOTICE
OF THESE TERMS, shall make no claim against Circle City for any such loss or damage resulting
from services provided under this Agreement or the applicable service tariff. Circle City shall be
entitled to recover its reasonable attorney’s fees should Developer fail to properly comply with this
provision.

Section V: Rates and Tariffs
It is understood and agreed by Developer, as evidenced by its execution of this Agreement, that all

charges for domestic water services to the Development shall, at all times, be at then applicable tariffs

of Circle City as established by the ACC, including an Off-Site Hook-Up Fee Tariff if approved by the
ACC, which approval will be sought by Circle City concurrent with its request to extend its CC&N to
include the Development. Circle City’s tariffs are subject to change from time to time upon
application by Circle City and as approved by the Commission.

Section VI: Permits and Licenses, Easements, Title

Circle City and Developer agree to obtain all permits and licenses from all authorities having
jurisdiction which may be required for the construction of any of the Improvements necessary for
Circle City to provide water utility service to the Development.

Prior to the commencement of construction any Improvements, Developer shall, if applicable, obtain
from the owners of any property upon which on-site and/or off-site facilities are to be constructed, a




perpetual private water utility easement for construction, operation and maintenance of the
Improvements on the behalf of, and in the name of, Circle City and in a form acceptable to Circle City.

All materials, facilities constructed, and water supply equipment provided in connection with
construction of any Improvements under this Agreement and the completed facilities as installed shall
be transferred by bill of sale and/or any other necessary conveyance document to Circle City, and
thereafter shall become the sole and exclusive property of Circle City, and full legal and equitable title
thereto shall be completely and fully vested in Circle City, free and clear of any liens. Developer
agrees to execute or caused to be executed promptly all such documents as Circle City or its
representatives may request to evidence good and merchantable title to said Improvements free and
clear of all liens.

Section VII: Advance Amount, Refund, Transfer

As described by this Agreement, all advances for on-site distribution facilities shall be made by
Developer as specified hereunder. If the actual costs of on-site distribution facilities are revised, in
accordance with this Agreement, the additional advance shall be applied thereto and/or adjusted by the
same amount.

All costs of on-site distribution facilities advanced hereunder and applicable administrative, legal,
accounting, engineering, inspection and other pecuniary costs for supervision and management shall be
refunded in accordance with A.A.C. § R14-2-406(D) — 10% of all revenue generated by customers
within the Development each year for 20 years beginning with the commencement of water utility
service within the Development. Under no circumstance shall Developer be entitled to, or receive, any
amount in excess of the actual costs of on-site distribution facilities and applicable administrative,
legal and engineering costs, nor shall Developer receive any refund form Circle City of any amounts
paid for off-site facilities, whether such amounts are paid pursuant to an ACC-approved Off-Site
Hook-Up Fee tariff or otherwise.

Subject to Appendix 1, attached hereto, the costs to be paid by Developer hercunder for any
Improvements do not include any amount necessary for the payment of State or federal income taxes in
connection therewith, which amounts shall be the responsibility of Developer should such income tax
liabilities be imposed on Circle City at a later date as a result of the payment of any amounts and/or the
conveyance of any facilities by Developer to Circle City under the Agreement.

Developer understands, acknowledges and agrees, as evidenced by its execution of this Agreement,
that it is solely responsible to notify Circle City of any change of address used in connection with any
provision hereunder. All changes of address of Developer should be forwarded in writing to Circle
City’s offices as first set forth above.

In the event of the sale, conveyance or transfer by Circle City, pursuant to the approval of the
Regulatory Authorities, of any portion of its water system, including the facilities serving the
Development and installed pursuant to the terms of this Agreement, Circle City’s obligations under
this Agreement shall cease (except to any payment which may be then due) conditioned upon the
transferee assuming, and agreeing to pay Developer, any sums payable to Developer thereafter in
accordance with any provisions of this Agreement.

Section VIII: Extension of Circle City’s CC&N

Circle City hereby agrees to file an application with the ACC for the expansion of its CC&N to include
the Development as well as a request for authority to collect an Off-Site Hook-Up Fee under the form
of tariff represented in Exhibit I1.

All obligations under this Agreement shall be conditioned upon Circle City gaining authority, free
from any unreasonable condition, from the ACC to include the Development in Circle City’s
5




certificated service area. Further, Developer covenants and agrees to support Circle City’s application
to extend its CC&N and for approval of an Off-Site Hook-Up Fee Tariff, and shall, upon request by
Circle City and/or its assigns, provide testimony and/or public comment supporting Circle City’s
application in connection with any proceeding before the ACC. In the event the ACC does not grant
Circle City’s request for a CC&N extension, Circle City’s and Developer’s obligations under this
Agreement will terminate, except that Developer will still be responsible to reimburse Circle City for
its reasonable and verifiable administrative, accounting, legal, engineering, inspection and other
similar costs incurred under this Agreement prior to its termination under this provision.

Section IX: General Conditions

Each of the recitals set forth in Section 1 above are hereby incorporated into this Agreement by this
reference as if fully set forth herein. This Agreement may not be modified or amended except by a
writing signed by both parties. The remedies provided for in this Agreement shall not be deemed either
Parties’ exclusive remedies but shall be in addition all other remedies available to Circle City at law or
equity. No waiver by Circle City of any breach by Developer of any provision of this Agreement shall
in any way be construed as a waiver of any future or subsequent breach by Developer or bar the right
of Circle City to insist on strict performance by Developer of the provisions in this Agreement in the
future. Developer is an independent party and not an agent or employee of Circle City.

This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their respective
successors, assigns and representatives; provided, however, that no assignment or transfer of any of the
obligations, powers, duties or rights created in the obligee or assignee by this Agreement shall be
binding upon any of the Parties to this Agreement until such assignment or transfer is approved in
writing by each of the Parties hereto.

If any suit or other action or proceeding is brought to enforce the terms of this Agreement, the
prevailing party in such action shall be entitled to recover reasonably attorneys’ fees and costs, such
amounts as may be established by a court and not a jury.

This Agreement embodies the entire agreement between the Parties and supersedes all prior and
contemporaneous oral or written agreements, representations and understandings, if any, relating to the
subject matter hereof which shall hereby be superseded and merged. All documents attached to this
Agreement shall be read and interpreted as consistent with one another.

Section headings are for the convenience of reference only and shall in no way affect the interpretation
of this Agreement. This Agreement is the result of good faith negotiations between the Parties and,
accordingly, shall not be construed for or against either Party regardiess of which Party drafied this
Agreement or any portion thereof.

Developer does not intend the benefits of this Agreement to inure to any third party, nor shall this
Agreement be construed o make or render Circle City liable to any creditor, materialman, supplier, tax
collector, contractor, subcontractor, broker, purchaser or lessee of the Improvements.

Each Party shall execute and deliver all such documents and perform all such acts as reasonably
requested by any party from time to time to perform the duties and obligations contemplated by this
Agreement.

All annexes, schedules and exhibits attached hereto are hereby incorporated into this Agreement by
each reference thereto as if fully set forth at each reference.

Each Party acknowledges and warrants that it is fully authorized and empowered to execute this
Agreement by and through the individuals executing below.




10. Any notices or communication required or permitted to be given to any of the Parties to this

11.

12.

13.

14.

16.

17.

Agreement must be in writing and shall be effective upon the earlier of (a) the date when received by
such party, or (b) the date which is three (3) days after mailing, postage prepaid, by certified or
registered mail, return receipt requested, to the address of such party as indicated below, or (c) by tele-
facsimile delivered or transmitted to the party to whom such notice is required or directed in
accordance with that information first set forth above. Any such notices to be personally delivered
may be delivered to the principal offices or location of the other party to whom such notice is directed.
Any such notice shall be deemed to have been given (whether actually received or not) on the day it is
personally delivered as aforesaid. Any party to this Agreement may change its address or delivery
location by giving notice to the other party pursuant to this section.

Time is of the essence with regard to each provision of this Agreement as to which time is a factor. If
this Agreement provides that any time period expires or date for performance specified in this
Agreement falls on a non-business day (i.e. Saturday, Sunday or legal holiday recognized by the State
of Arizona), such time period or performance deadline shall be extended to the next business day.

This Agreement has been prepared, is being executed and delivered, and is intended to be performed in
the State of Arizona. The substantive laws of the State of Arizona and the applicable federal laws of
the United States of America shall govemn the validity, construction, enforcement and interpretation of
this Agreement and all documents related hereto without regard to conflict of the law rules.

The Parties hereto agree to do all such things and take all such action, and to make, execute and deliver
such documents and instruments, as shall be reasonably requested to carry out the provisions, intent
and purpose of this Agreement.

This Agreement may be executed in multiple counterparts, each of which, when so executed shall be
deemed an original but all such counterparts shall constitute but one and the same Agreement.

Developer acknowledges that the oun-site and certain off-site water infrastructure facilities are
being installed for the purpose of providing domestic water service to the Development, which is
further described in Exhibit L Under certain operating conditions, the facilities may provide
limited fire protection service to appropriate fire protection agencies contracting with the Circle
City for sach service. However, it is expressly understood by the Circle City and the Developer
that Circle City will provide a minimum delivery pressure of 20 pound per square inch at the
customer’s meter or point of delivery in accordance with A.A.C. R14-2-407.E, but that Circle
City does not gnarantee or ensure uninterrupted or regular fire protection service. 'Developer
further acknowledges that Circle City does not represent or warrant that the domestic water
utility service provided by Circle City meets any rules, reguiations or other standards for fire
protection imposed by any governmental entity; nor does Circle City accept or assume any
obligation of Developer, whether express or implied, pertaining to the property described in
Exhibit I including, without limitation, assurances of water for fire protection purpeses, except
as expressly set forth in this Agreement.

Developer, if actually defined to represent more than a single individual, shall be jointly and severally
liable for all duties and obligations under this Agreement.




Section X: Acceptance

IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms
and conditions of the Agreement dated as first set forth above.

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company

By: Harvard 5K, L.L.C, an Arizona limited liability company

Its: Manager

By: {jarvard Investments, Inc., a N da corporation
Its: !

By:

Its:

For: Circle City Water Co. L.L.C.
By: Robert T. Hardcastle
Its: Managing Member




Section X: Acceptance

IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms
and conditions of the Agreement dated as first set forth above.

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company

By: Harvard 5K, L.L.C, an Arizona limited liability company
Its: Manager

By: Harvard Investments, Inc., a Nevada corporation

Its: Manager

By:
Its:

For:  Circle City Water Co. L.L.C. /
By: 1
Its: ".\.
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Exhibit I
Vicinity Map and Legal Description
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The West haif of the Southest quartar of the Southsast quartar of the Northsast quarter; snd
The South Falf of the Northwast querter; and ' -

mmwumgtomsmmcszummﬂsmmm

EXCEPT the Southsast quartec of the Southwast quarter.

PARCEL NO. B:

The Southeast quarter of the Northeast quatter of Saction B, Township 6 North, Range 2 West
dhummmmmmuqﬁmucw.m.. :

- PARCEL ND. 6

A
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Lots 4 and 6 ot Section 6, Townabip 8 Novth, Aange 2 Wast of the Glle and Seft Fiver Baas
end Maridian, Masioops County, Arizona, :

PARCEL NO. 7; )

The South half of the Northeast quarter; and

The Southsast quarter of the Nortivweet querter; end

mwu«msﬁmsmwﬂ:mwu Gila and Salt Rivar Race,

EXCEPT Lots 6 and 7.

PARCEL NO. 8:

AX of Section 7, Townatip 8 North, Range 2 West of the Gilis =g Selt River Buse s
mmummm.am.

PARCEL NO. §:

mMdemmummfmemmz :

wwﬁm_mlmsam-mumwwm.m

PARCEL NO. 10:
AX of Section 17, Townehip 6 North. Range 2 Wast of the Gila snd Sait River Base srd
Maricopa County, Aszone: . '

" Muridlan,

SXCEPT the East haif of the Northwest quartc and the East helf of the Southwest quarter of

‘Section 17.Tmcmmzwuuumwsmmmw'wam
Muaricopa County, Arfrons,

PARCEL NO. 11:

All of Section u.umemmzmum,mmsmnwmm
mnmmmm,m :

ncmmnwmmdmmmmw.

PARCEL ND. 12;

a:'“»m




- e o
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Maricopa County, Astzona;
EXCEPT the Northwsst quantss of the Northwest quaster therest.
PARCEL NO. 14;

mmmuams.mcmwzmuumammm

EXCEPT the Wmown mmd.ﬁds.ms.nddm

-muumuummumwmummwm
said Section B.

PARCEL NO. 15:

‘Bovemmentsl Lots 1, 2, 3, 8 and 7, Section 8, Townehi & Narth, Range 2 West of the.Gila
ummu—ummm.m . :
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EXHIBIT “A”

Legal Description of Property
Parcel 1:

TheSouﬂmstquanetot‘SecuonZB TownshxpﬁNonh nge3WestoftheGllaand Salt

River Base and Meridian, Maricopa County, Arizona; EXCEPT the North 210.00 feet of the
South 2090.00 feet of the West 210.00 feet of the East 910.00 feet.

Parcel 2:

TheNotchlOmfeetofthesmzwomfeetofﬁerestZlOOOfeetofﬂ:eEaswlo.OO ‘
feet of the Southeast quarter of Section 28, Township 6 North, Range3WestoftheGﬂaand
Salt River Base and Meridian, Maricopa County, Anzona.
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Nhen recorded, please return to:
Central Arizona Water
Conservation District
P.O. Box 43020
Phoenix, Arizona 85080-3020
Attn: Manager, Groundwater
Replenishment District

AGREEMENT AND NOTICE OF MUNICIPAL PROVIDER
REPORTING REQUIREMENTS FOR
WARRICK PROPERTY
REGARDING MEMBERSHIP IN THE CENTRAL ARIZONA
GROUNDWATER REPLENISHMENT DISTRICT

This Agreement and Notice of Municipal Provider Reporting Requirements for Warrick
Property Regarding Membership in the Central Arizona Groundwater Replenishment
District is made this day of , 2007 among the CENTRAL ARIZONA
WATER CONSERVATION DISTRICT, a political subdivision of the State of Arizona; SMT
INVESTORS LIMITED PARTNERSHIP, an Arizona limited partnership, as to an undivided
25% interest and BOA SORTE LIMITED PARTNERSHIP, an Arizona limited partnership,
as to an undivided 25% interest, and WARRICK 160, L.L.C., an Arizona limited liability
company, as to an undivided 50% interest as to Parcel Nos. 1, 2 and 5, SMT INVESTORS
LIMITED PARTNERSHIP, an Arizona limited partnership, as to an undivided 25% interest
and CARDON FAMILY, L.L.C., an Arizona limited liability company, as to an undivided
25% interest, and WARRICK 160, L.L.C., an Arizona limited liability company, as to an
undivided 50% interest as to Parcel Nos. 3 and 4, and CIRCLE CITY WATER CO,, an
Arizona limited liability company.

RECITALS

A. Owner is the owner of the Property, legally described in Exhibit A attached
and incorporated into this Agreement.

B. Owner has applied to the Department for a cettificate of assured water
supply for the Property pursuant to Arizona Revised Statutes Title 45, Chapter 2, Article 9.
Owner and the Municipal Provider have executed a notice of intent to serve agreement, as
required by the Department, whereby the Municipal Provider has agreed to provide water
to the Property.

C. As permitted by Arizona Revised Statutes § 45-576.01(B), Owner desires to
satisfy one requirement for obtaining a certificate of assured water supply by qualifying the
Property as Member Land pursuant to the Groundwater Replenishment Statute. As
Member Land, the Property will be a member of the Central Arizona Groundwater
Replenishment District, an operating subdivision of CAWCD.




D. To qualify the Property as Member Land and to permit the delivery of
Excess Groundwater to the Property as Member Land, the Groundwater Replenishment
Statute requires the Property to be subject to the Declaration.

E. To qualify the Property as Member Land, the Groundwater Replenishment
Statute also requires the Municipal Provider to record this Agreement and comply with
certain annual reporting requirements in accordance with Arizona Revised Statutes § 48-
3774(C).

NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which are acknowledged, and intending to be legally bound, the parties
hereby agree as follows:

ARTICLE 1
DEFINITIONS

1.1 "Agreement" means this Agreement and Notice of Municipal Provider
Reporting Requirements for Warrick Property Regarding Membership in the Central
Arizona Groundwater Replenishment District, as amended from time to time.

1.2 "CAWCD" means the Central Arizona Water Conservation District, a
political subdivision of the State of Arizona, and any successor political subdivision.

1.3 "Declaration” means the Declaration of Covenants, Conditions and
Restrictions for Warrick Property Regarding Membership in the Central Arizona
Groundwater Replenishment District recorded by Owner, as declarant, against the
Property.

1.4 "Department” means the Arizona Department of Water Resources, an
agency of the State of Arizona, and any successor agency.

1.5 "Director" means the director of the Department.

1.6 "Excess Groundwater"” means the amount of Groundwater equal to the
amount of Groundwater delivered to the Property in a calendar year in excess of the
amount of Groundwater that may be used at the Property in that calendar year consistent
with the applicable Assured and Adequate Water Supply Rules adopted by the Department
for the Phoenix Active Management Area pursuant to Arizona Revised Statutes § 45-
576(H), subject to the provisions of Paragraph 2.4 herein.

1.7 "Groundwater” is as defined in Arizona Revised Statutes § 45-101(5).

1.8 "Groundwater Replenishment Statute" means Arizona Revised Statutes,
Title 48, Chapter 22. '

1.9 "Member Land" is as defined in Arizona Revised Statutes § 48-3701(10).

2-




’ ,

1.10 "Municipal Provider” means Circle City Water Co., an Arizona limited liability
company, and its successors and assigns.

1.11  "Owner" means SMT INVESTORS LIMITED PARTNERSHIP, an Arizona
limited partnership, as to only an undivided 25% interest, and BOA SORTE LIMITED
PARTNERSHIP, an Arizona limited partnership, as to only an undivided 25% interest, and
WARRICK 160, L.L.C., an Arizona limited liability company, as to only an undivided 50%
interest, in that portion of the Property described in Exhibit A as Parcel Nos. 1, 2 and 5;
SMT INVESTORS LIMITED PARTNERSHIP, an Arizona limited partnership, as to only an
undivided 25% interest, CARDON FAMILY, L.L.C., an Arizona limited liability company, as
to only an undivided 25% interest, and WARRICK 160, L.L..C., an Arizona limited liability
company, as to only an undivided 50% interest, in that portion of the Property described in
Exhibit A as to Parcel Nos. 3 and 4, and their successors and assigns.

1.12 "Parcel" means any portion of the Property now existing- or hereafter
established for which the tax assessor for the county in which the Property is located has
issued a separate tax parcel nhumber. The current tax parcel number for each Parcel is as
shown in Exhibit B attached and incorporated into this Agreement.

1.13 "Parcel Replenishment Obligation" means, with respect to any particular
Parcel, an amount of Groundwater that is equal to the amount of Groundwater delivered to
the Parcelin a calendar year multiplied by the percentage that the Excess Groundwater of
the Property for that year bears to the total amount of Groundwater delivered to the
Property during that year.

1.14  "Property” means the real property described in Recital A.

1.15 "Report(s)" means the report(s) required to be prepared by the Municipal
Provider in accordance with Arizona Revised Statutes § 48-3775(A) and this Agreement.

ARTICLE 2
REPORTING REQUIREMENTS

2.1 Annual Reports. In accordance with Arizona Revised Statutes § 48-
3775(A), on or before March 31 of each year after the recordation of this Agreement, the
Municipal Provider shall file a Report with CAWCD, with the Director, and with the tax
assessor and treasurer for the county where the Property is located that contains the
following information for the preceding calendar year, which is the reporting year:

2.1.1 The amount of Groundwater delivered by the Municipal Provider to
each Parcel, identified by the applicable tax parcel number, and the basis for the
calculation of the amount of Groundwater delivered.

2.1.2 The amount of Groundwater delivered by the Municipal Provider to
the Property, and the basis for the calculation of the amount of Groundwater delivered.
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2.1.3 The amount of Excess Groundwater delivered by the Municipal
Provider to the Property, and the basis for the calculation of the amount of Excess
Groundwater delivered.

2.1.4 The Parcel Replenishment Obligation of each Parcel, identified by
the applicable tax parcel number.

2.1.5 Such other information as CAWCD may reasonably require.

22 Records. In accordance with Arizona Revised Statutes § 48-3775(F), the
Municipal Provider shall maintain current and accurate records of the information required
to be included in the Reports.

2.3 Form of Reports. In accordance with Arizona Revised Statutes § 48-3777,
CAWCD shall determine the form of the Reports to be submitted by the Municipal Provider
in order to carry out the purposes of the Groundwater Replenishment Statute.

24 Minimum Quantity of Excess Groundwater. A minimum of 2/3 (two-thirds)
of the Groundwater delivered by the Municipal Provider to the Property in any year shall be
reported as Excess Groundwater delivered to the Property in that year.

ARTICLE 3
ENFORCEMENT POWERS

3.1 Penalty for Failure to Report. If the Municipal Provider fails to timely file a
Report as required by CAWCD, CAWCD may assess a penalty in accordance with Arizona
Revised Statutes § 48-3775(G).

32 Inspections, Investigations and Audits. The CAWCD has the rights
provided under Arizona Revised Statutes § 48-3783 with respect to inspections,
investigations and audits.

ARTICLE 4
GENERAL PROVISIONS

4.1 Binding Effect. The provisions of this Agreement inure to the benefit of and
bind the respective successors and assigns of the parties hereto, provided that no
assignment or transfer of this Agreement or any part or interest herein by the Municipal
Provider is valid until approved by CAWCD, which approval may be withheld solely on the
basis of CAWCD's determination that assignment would cause the Municipal Provider,
Owner, or CAWCD to be out of compliance with the Groundwater Replenishment Statute
or unable to meet its obligations under this Agreement or under the Groundwater
Replenishment Statute. The Municipal Provider and Owner agree and covenant to
CAWCD to execute and record any additional documentation which CAWCD may
reasonably require to effectuate the intents and purposes of this Agreement and the
Groundwater Replenishment Statute.
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7 4.2 Entire Agreement. This Agreement constitutes the entire agreement among
the parties and no understandings or obligations not expressly set forth in this Agreement
are binding upon the parties.

4.3 Amendments. This Agreement may be modified, amended or revoked only
(i) by the express written agreement of the parties hereto; or (ii) by amendment statutes,
rules or regulations or successor statutes, rules or regulations, as contemplated by
Paragraph 4.5.

4.4 Interpretation. This Agreement is governed by and must be construed and
interpreted in accordance with and in reference to the laws of the State of Arizona,
inciuding but not limited to the Groundwater Replenishment Statute.

4.5 Rules, Regulations and Successor Statutes. All references in this
Agreement to Arizona Revised Statutes include all rules and regulations promuigated by
the Department under such statutes and all amendments and successor statutes, rules
and regulations to such statutes, rules and regulations.

4.6 Severability. Any determination by any court of competent jurisdiction that
any provision of this Agreement is invalid or unenforceable does not affect the validity or
enforceability of any other provision of this Agreement.

4.7 Captions. All captions, titles or headings in this Agreement are used for the
purpose of reference and convenience only and do not limit, modify or otherwise affect any
of the provisions of this Agreement.

4.8 Notices. Except as otherwise required by law, any notice given in
connection with this Agreement must be in writing and must be given by personal delivery,
overnight delivery, facsimile, or United States certified or registered mail. Any such notice
must be addressed to the appropriate party at the following address (or at any other
address as a party may hereafter designate by written notice given as required by this
paragraph);

CAWCD:

For delivery use:  Central Arizona Water Conservation District
23636 North 7th Street
Phoenix, Arizona 85024
Attn: Manager, Groundwater Replenishment District

For U.S. Mail use: Central Arizona Water Conservation District
P.O. Box 43020
Phoenix, Arizona 85080-3020
Attn: Manager, Groundwater Replenishment District
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Municipal

Provider: Circle City Water Co.
Attention: Mr. Robert T. Hardcastle
P.O. Box 82218
Bakersfield, California 93380

Owner: Warrick 160, L.L.C.
17700 North Pacesetter Way
Scottsdale, Arizona 85255

Notice is deemed to have been given on the date on which notice is personally delivered,
delivered to an overnight delivery service, transmitted by facsimile, or mailed. Notice is
deemed to have been received on the date on which the notice is actually received or
delivery is refused.

4.9 Consent to Recording. Owner hereby consents to the recording of this
Agreement against the Property.

IN WITNESS WHEREOF, the Parties to this Agreement have executed this
Agreement as of the date first set forth above.

CAWCD: CENTRAL ARIZONA WATER CONSERVATION DISTRICT

By:

David S. “Sid” Wilson, Jr.

its: General Manager

MUNICIPAL
PROVIDER: CIRCLE CITY WATER COQ., an Arizona limited liability
company ‘
By: .
Its:___Manager
,./ P
By: e —

Its: M/aqér




OWNERS: SMT INVESTORS LIMITED PARTNERSHIP, an Arizona
limited partnership, as to only an undivided 25% interest in
that portion of the Property described in Exhibit A as Parcel
Nos. 1,2, 3,4and 5

By: MRW MANAGEMENT COMPANY, INC., an Arizona
corporation

Its: General P:ﬁer
By: W

Michael T. Cowley

Its: Vice President

BOA SORTE LIMITED PARTNERSHIP, an Arizona limited
partnership, as to only an undivided 25% interest in that
portion of the Property described in Exhibit A as Parcel Nos.
1,2and 5

By: BOA SORTE, LLC, an Arizona limited liability company

Its: General PM
By:

Wilford\R~Gardon

Its: Manager

WARRICK 160, L.L.C., an Arizona limited liability company,
as to only an undivided 50% interest in that portion of the
Property described in Exhibit A as Parcel Nos. 1, 2, 3, 4and
5

By: HARVARD INVESTMENTS, INC., a Nevada corporation |

lts: Manager .

By: [ 4/ ////"/
L/I

s
Its: ] _[




CARDON FAMILY, L.L.C., an Arizona limited liability
company, as to only an undivided 25% interest in that portion
of the Property described jn Exhibit A as Parcel Nos. 3 and 4

By: A_ﬂﬁn/k\__/

Wilford R. Carden

Its: Manager

STATE OF ARIZONA )
) ss.
County of MARICOPA )

The foregoing instrument was acknowledged before me this day of
, 2007, by _David S. "Sid” Wilson, Jr. , the _General Manager _ of
Central Arizona Water Conservation District

Notary Public

My commission expires:




STATE OF )

) ss. e
County of )
The foregoing instrument was acknowledged ,,,beféﬂr’e me this day of
, 2007, by .-the __Manager of _Circle City
Water Co., : /,9:00?
X
Notary Public
My commission expire:
STATE OF ) .
) ss. -
County of ) -
The foregoing instrument was acknowledged before me this day of
, 2007, by , the . Manager of __Circle City
Water Co., . A

p(‘y@“
o Notary Public

My commission expires:

e

~".

/)




CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT

B A R N R A N A R A R N R A N G G A R R A R S A R R O S R A R O B

State of California

County of KE?ZU
Oﬁ.MNUﬂﬁ(/? 200§ before me, AENVS /HKM KjoTHtzy ,'DM/B/I//C/

Here YnserfName and Tille ¢f the Officer

personally appeared /2 ORERT é{/z’ﬂb CALTLE ll&V LEE < M&S@M

Name(s) o! Signer(s)

R U e

who proved to me on the basis of satisfactory evidence to
be the person(s) whose name(s)#efare subscribed to the
within instrument and acknowledged to me that
heishedhey executed the same in histher/their authorized
capacity(ies), and that by BistRew/their signature(s) on the

DENYS THEDE instrument the person(s), or the entity upon behalf of
Commission # 1668410 which the person(s) acted, executed the instrument.
Notary Public - Callfornio

Kern Counly

| certify under PENALTY OF PERJURY under the laws
of the State of California that the foregoing paragraph :s
true and correct.

Place Notary Seal Above

Though the information below is not required by law, it may prove valuable to persons relying on the document
and could prevent fraudulent removal and reattachment of this form to another document,

Description of Attached Document

Title or Type of Document: A@/ZEEMKM . L fomes of MUMIC IPAL PROVIDER. - ..
Document Date: (//}'N waZ (4 :?‘ 0¥ . Number of Pages: / ¥ ’
Signer(s) Other Than Named Above. X// A

Capacity(ies) Claimed by Signer(s)

Signer's Name! ﬁﬂ&ﬂl gﬁl’:{}gﬁ_&_} LE Signer's Name: __(ZE ’jM (e300

1 Individual 1 Individual
i Corporate Omcer — Title{s): i3 Co‘rporate Officer — Titte(s): __£4 /fNA’lﬂB?L/
! Partner — imited i General RUGHT THUMBPRINT i Partner — X, Limited 7 General 7
1 Attorney in Fact OF SIGNER } Attorney in Fact OF SIGNER
73 Trustee Top of thumb hare ) Trustee Top of thimb here
5 Guardian or Conservator {1 Guardian or Conservator
1 Other: - [} Other:
Signer Is Representing: _____ Signer Is Representing:

RALE U wopreR [O. CIRMLE CI ehrep., LD

7 ¢ J

Earas prizht RAEHE S AL MG o K ACRL A RTEA VAII FCATRC L A AT SR AT I SIS SN G RO A ORI AT T T R ¥ SR S R R A

©007 Nauonal MNotary Association « 9350 De Soto Ave PO.Box 2402 » Chatsworth. CA 91313-2402 « www NationalNotary.org  tem #5307 Reorder: Call Toll- Fres1 800- B‘b 6827




o S Dl W

T o KEVN BRENT WHITENACK 3

< Motary Pubiic - Arizona
maricopa County

1y Commission Expires
november 26,

STATE OF Afié\'f(} )
) ss.

County of V\NﬂwPﬁ )

The foregoing instrument was acknowledged before me this 2 day of

M ., 2007, by Michael T. Cowley the __ Vice President of
MRW Management Company, Inc. on behalf of SMT Investors Limited
Partnership
(/
%&K’\)\ }
otary Public

My commission expires:

3\S (Y g A

STATE OF Df =24 S
) ss.

County of mm”f" )

The foregoing instrument was acknowledged before me this 2% day of
TALYTI Ve , 2007, by Wilford R. Cardon the ___Manager of
Boa Sorte, LLC  on behalf of Boa Sorte Limited Partnership

o SR,

Nota7ry Public

My commission expires:

a(,cg 29 209
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STATE OF Prizena )

County of Mar g

The foregoing instrument was acknowledged before me this 247 day of
Novemben , 2007, by Chr:xbwUCmﬁeﬁ\ the _ Vice Cres:

of Harvard Investments inc.,  on behalf of _ Warrick 160, L.L.C.

L/h%/_rw

-~.

My commission expires:

\Jota Pubij Sta nf Artepna
1128109 oo Coaae o Afora |
Aary i Taylor ﬂ

Yy Commission E xpires i
. 1123/2f‘(.

STATE OF )

Man'apc ; 88.

County of

The foregoing instrument was acknowledged before me this Z8 day of

Wy wenber , 2007, by Wilford R. Cardon the ___Manager of
Cardon Family, L.L.C.

My commission expires:

' . - ™ L %
Q//Q 29 Z0v% Py o
4 i § 7 - ARVZONA
R A TY
Gigrd\grd-docs\WarrickProperty. 102.14.1164.agt.doc g J {nfgg; 35 2000
080.02.01 & o 35 h

S m&m‘«,ﬁmﬂ STEESATBETIY

-11-



EXHIBIT A
The Property

Parcel No. 1;

The West half of the Northwest quarter of the Southeast quarter; and the North half of the
Southwest quarter of the Southeast quarter; and the South half of the Southwest quarter of
the Southeast quarter of Section 28, Township 6 North, Range 3 West of the Gila and Sait
River Base and Meridian, Maricopa County, Arizona.

Parcel No. 2;

The East half of the Northwest quarter of the Southeast quarter of Section 28, Township 6
North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa County,
Arizona. ‘

Parcel No. 3;

The North half of the Southeast quarter of the Southeast quarter of Section 28, Township 6
North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa County,
Arizona.

Parcel No. 4;

The South half of the Southeast quarter of the Southeast quarter of Section 28, Township
6 North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa County,
Arizona.

Parcel No. 5;

The Southeast quarter of Section 28, Township 6 North, Range 3 West of the Gila and Salt
River Base and Meridian, Maricopa County, Arizona;

Except the following Parcels A, B, Cand D

A) The West half of the Northwest quarter of the Southeast quarter; and the North haif of
the Southwest quarter of the Southeast quarter; and the South half of the Southwest
quarter of the Southeast quarter of Section 28, Township 6 North, Range 3 West of the
Gila and Salit River Base and Meridian, Maricopa County, Arizona.

B) The East half of the Northwest quarter of the Southeast quarter of Section 28, Township
6 North, Range 3 West of the Gila and Sait River Base and Meridian, Maricopa County,
Arizona.

C) The North half of the Southeast quarter of the Southeast quarter of Section 28,
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Township 6 North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa
County, Arizona.

D) The South half of the Southeast quarter of the Southeast quarter of Section 28,
Township 6 North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa
County, Arizona. , :

-13-



Tax Assessor
Parcel Number
503-13-004A
503-13-004C
503-13-004E
503-13-004F

EXHIBIT B

Tax Parcel Numbers

Tax Year
2007
2007
2007
2007

-14-

County
Maricopa
Maricopa
Maricopa
Maricopa

AMA
Phoenix
Phoenix
Phoenix
Phoenix
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RE: LP5000

Notebook:  Litigation - PRAHIN
Created: 5/8/2013 5:06 PM
" Author: Bob Hardcastle

Subject: RE: LP5000

From: Bob Hardcastle

To: Chris Cacheris

CC: Patrick Black

Date Sent: 5/3/2013 3:10:57 PM

I am surprised to learn of that, Chris, since at our last telecom we
clearly agreed that the LP5000 project was not viable and unwinding
the project was the only reasonable thing to do. As you requested, | had
counsel research this issue extensively and determine the proper
course of action based on your direction and concurrence. In the
ensuring nearly month there should have been plenty of time to
assemble the needed partner meeting to proceed according to this
instruction.

| am directing counsel to proceed accordingly.

RTH

RlHacjaco.com

From: Chris Cacheris [mailto: ccacheris@harvardinvestments.com]
Sent: Friday, May 3, 2013 3:06 PM

To: Bob Hardcastle

Cc: Patrick Black

Subject: RE: LP5000

Bob- thank you but please hold on extinguishing/termination for the time being
until | can convey a partner meeting and get final confirmation given details in this
email. We will have partnership meeting ASAP. Thanks.

From: Bob Hardcastle [mailto:rth@brockeutilities.com]
Sent: Friday, May 03, 2013 2:59 PM

To: Chris Cacheris

Cc: Patrick Black

Subject: LP5000




Chris-

Pursuant to our telecom on April 12, 2013, T understand that
Harvard has accepted payment responsibility for the
engineering and legal invoices, as adjusted, previously
submitted. We would appreciate your attention to these matters
at your earliest convenience.

Further, you indicated that Harvard had determined that the
LP5000 Project was, unfortunately, (a) currently non-viable,
and (b) could not be determined when it would become a viable
future project. Accordingly, we mutually agreed to cause the
winding up of all arrangements between our companies and
Harvard as it relates to this matter.

As such, you asked that I investigate what was required, and at
what cost, to complete the winding up of such arrangements.
Based on counsel’s input and estimates, we believe the following
items are involved in this issue:

(a) Mutual termination of the regulatorily approved
Water Facilities Agreement;

(b) Application for deletion of the CC&N related to the
Project and extinguishment of any related conditions
under ACC Decision No. 68246;

(c) Termination of the multi-party agreement between
Harvard, CAGRD, and CCWCo LLC.

Accordingly, counsel has researched this issue and advised that
to accomplish these tasks would require approximately 90-120
days and cost approximately $20,000. Counsel cannot, with
precision, determine the final costs of these arrangements
because the extent of the CC&N deletion and CAGRD de-
enrolling requirements are not fully known at this time. I think



you are aware of how aggressively we manage all professional
fees and costs, as we will in this case.

Based on our previous discussion I am approving counsel to
proceed with these tasks as expeditiously as possible and,
absent your objections, will complete same. I will keep you
informed.

Please advise, if applicable.

Robert T. Hardcastle
President | Brooke Utilities, Inc.
P.O. Box 82218

Bakersfield, CA 93380-2218
(661) 633-7526

(855) 672-5057 fax
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Maricopa County

Environmental Services Department
Water and Waste Management

Subdivision Infrastructure & October 7 , 2013

Planning Program

1001 N. Central Avenue #150
Phoenix, Arizona 85004 .z R
Phone: (602) 506-1058 I:R/lggncao Ia;t:_uem’ P.E.

Fax: (602) 506-5813 onsuiting

TDD 602 506 6704 2929 N. Central Avenue, Ste 800

Phoenix, AZ 85012-2794
Re:  Warrick Property; Public Water, MCESD #073777.
Dear Mr. Iacuelli;

On June 17, 2008, the above referenced project received an Approval to Construct
(ATC) for the public water (13,117 LF) system. The ATC expired on June 17, 2009
unless construction had been substantially started. MCESD has not received the
required Approval of Construction (AOC) to allow for operation. This letter is a
request for information on the projects status.

The above ATC has already expired because three years have passed since the date
of issuance. If any construction is necessary, the project will have to be resubmitted
for a new ATC in order to continue. Please resubmit the ATC application, fees and

associated documentation. If the project has been terminated, please let us know.

Construction without a valid ATC is prohibited by County and State regulations and
may result in legal action. Operation of the system without a valid AOC is also
prohibited and may result in legal action.

If you have any questions regarding this letter, please contact me at 602-506-0376
or wshonerd@mail.maricopa.gov.
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Wesley A. Shonerd, P.E.
Senior Civil Engineer
Subdivision Infrastructure and Planning Program

Cc: Circle City Water Company
Warrick 160 LLC
MCESD File
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